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BRIEFING ON CURRENT WORLD SITUATION 


WEDNESDAY, JANUARY 28, 1959 


CoMMITTEE ON ForrIGn AFFAIRS, 
House or REPRESENTATIVES, 
Washington, D.C. 

The committee met in executive session at 10:40 a.m., in room 
G-3, U.S. Capitol, Washington, D.C., Hon. Thomas E. Morgan 
(chairman) presiding. 

Chairman Morean. The committee will come to order. 

Now that the committee on committees has met and named the 
members of the full committee, this is our first full committee meet- 
ing. 

It is customary at the start of each Congress to have briefings from 
the Department of State, the military, and Central Intelligence and 
we also have scheduled for tomorrow the Under Secretary of State for 
Economic Affairs, Douglas Dillon. 

Our first witness is the distinguished Secretary of State and, before 
we start, Mr. Secretary, I would like to introduce the new members 
of the committee. 

Mr. Diggs. 

Mr. Beckworth. Mr. Beckworth is an oldtimer around here. 
His chief interest used to be interstate and foreign commerce, but now 
he has switched to foreign affairs. 

Next is Mr. McDowell, of Delaware. Mr. McDowell has also 
served one term. 

We have four Members who are beginning their service in the 
House: Mr. Murphy, of Illinois; Mr. Meyer, of Vermont; Mr. 
Gallagher, of New Jersey; and Mr. Bowles, of Connecticut. 

On the minority side, we welcome to the committee a man who 
carried the burden on the Education and Labor Committee for 
several years, Mr. Wainwright, of New York. 

Secretary Duties. He comes from what used to be my district in 
Long Island. 

Chairman Moraan. Please proceed, Mr. Secretary. 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF 
STATE 


Secretary Duties. Mr. Chairman, I am very happy to be here 
again. This is my seventh annual presentation to this committee, 
with which I have always had the closest relations and which has been 
most helpful and constructive in the conduct of a foreign affairs policy 
which has been bipartisan, or nonpartisan. 

I have a prepared statement which I would read if it is agreeable. 

Chairman Morean. Go right ahead. 
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Secretary Duties. Following the statement I understand there will 
be questions. 

It is frequently said these days that so much change is going on 
in the world that our foreign policy too must be changeable. I 
myself have often said that, and the sincerity of that belief is shown 
not just by words, but by deeds. 

With a new continent—-Africa—opening up, we have, with your 
help, established the new post of Assistant Secretary of State for 
African Affairs. 

With the peoples of less-developed countries throughout the world 
stirred with aspirations for development, we increasingly support 
such international institutions as the World Bank and Monetary 
Fund. We increasingly supplement private U.S. capital through 
such institutions as the Export-Import Bank and the economic Devel- 
opment Fund. We join with the other American Republics to organ- 
ize a regional American development institution, and we have indi- 
cated a readiness to assist such an institution for the Near East, if 
that be desired by our Arab friends. 

With the Arctic opening up new and quick routes of communica- 
tion over the top of the world, we seek to have this area subjected to 
international inspection so that it will be used for peaceful purposes 
and not become a new shortcut to sudden massive destruction. 

With the Antarctic opening up as a new continent, we propose that 
it should be subjected to an international treaty which will prevent 
a competitive scramble there for strategic and material advantages. 

With the splitting of the atom opening up immense possibilities for 
peaceful use, we brought about the organization of the International 
Atomic Energy Agency and we support through EURATOM and 
through bilateral arrangements the development of the peaceful appli- 
cations of this vast new power throughout the length and breadth of 
the free world. 

With outer space now opening up for man’s use, we urge that that 
use be guided by the United Nations. 

With 21 new nations, and others at the threshold of independence, 
we endeavor to help them to retain genuine independence and to 
overcome the difficulties and dangers inherent in the early stages of 
independence when, according to Communist doctrine, such states 
are susceptible of being “amalgamated” into the Communist bloc 
with the total loss of their independence. 

With the Soviet Union and Communist China growing rapidly in 
military and industrial power, and with the United Nations largely 
impotent to prevent the violent use of that power, we have extended 
and strengthened the collective-security arrangements which enable 
the free world to survive in peace and confidence. 

With the growth of free world interdependence, we encourage its 
practice. This year the policy of the United States to favor a common 
market in Europe, a policy expressed in the Economic Cooperation 
Act of 1948, has substantially been realized. Also we seek the 
evolution of our collective security associations into permanent organs 
of regular consultation and cooperation in the field of foreign relations. 
Thus they are becoming constructive political institutions of a new 
kind and not mere military alliances. 

With armament reaching proportions which in cost threaten man- 
kind with impoverishment, and which, if used, would threaten man- 
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kind with extinction, we have made new and far-reaching disarmament 
proposals. 

In such ways and many others, we seek to make our foreign policy 
responsive to the needs of new conditions and to exert an influence on 
the new evolutions that are occurring in the field of politics, eco- 
nomics, and science. 

There are, however, some who seem to think that we should invent 
new policies that, they say, should ‘“‘end the cold war.” 

It would be easy to devise a form of words which could be agreed 
to between the United States and the Soviet Union and which would 
give many unwary people a sense of relief, and a feeling that our Nation 
need no longer make the efforts and sacrifices that are now called for. 
The Soviet Government has, for a long time, been trying to get that 
result. It is, however, my deep conviction that the cold war cannot 
be ended in any such way and that to take that step would merely 
make it probable that the cold war would end in victory for inter- 
national communism. 

Where lies the responsibility for the cold war? Surely the United 
States covets nothing possessed by the Soviet Union or any other 
people. We never had, and do not now have, any substantial differ- 
ences with the Soviet Union. 

The cold war originates in the creed of what Mr. Khrushchev refers 
to as the monolithic international Communist movement and the 
fact that this movement controls the policies and resources of some 
900 million people and all or a major part of what used to be 15 
independent countries. 

No one disputes the fact that the Communist Party is the dominant 
ower in these countries; that it dictates who the government shall 
»e and what it shall do. As Stalin used to say: 

Not a single important political or organizational question is decided by our 
Soviet without guiding directions from the party (‘‘The Problems of Leninism,”’ 
Jan. 25, 1926). 

In order, therefore, to ascertain what will be the policy of the Soviet 
Government and other Communist-dominated governments, it is 
necessary to ascertain the policy of the international Communist 
movement. 

This policy is nothing secret. It is a policy based upon atheism 
and materialism and upon the belief that human beings are but 
animated particles of matter and need to be regulated and controlled 
by some single directing force: namely, the dictatorship of the prole- 
tariat, of which the Soviet Communist Party is the general staff. 
International communism believes that there will not be peace or 
maximum productivity unless human beings are forced into a pattern 
of conformity——conformity of action, thinking and belief—established 
by the party. 

It believes that to achieve this result on a worldwide basis is so 
essential to peace and well-being that any means are justified to pro- 
duce this end, whether those means be propaganda frauds, breaches of 
international agreements, violent subversion, or the threat of war 
itself. 

Therein lies the cold war. 

The Soviet Government could end the cold war, so far as it is con- 
cerned, if it would free itself from the guiding direction of international 
communism and seek primarily the welfare of the Russian nation and 
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people. Also the cold war would come to an end if international 
communism abandoned its global goals, or if, abandoning its methods 
of force and fraud, it relied on normal methods of persuasion. Also, of 
course, the cold war would come to an end if the free world ceased to 
resist and gradually succumbed to international communism. 

This last is, of course, the Communist idea of how to end the cold 
war. 

Mr. Mikoyan, as a result of his visit here, seems to feel that there is, 
on this matter, a gap between the policies of the U.S. Government and 
the views of the American people. 

There is no such gap. The U.S. Government can sincerely express 
all the generalities which Mr. Mikoyan heard about desire for peace, 
good will, friendship, easing of tensions, increase of trade, and so forth. 
And let me say that these are more than polite phrases. They are the 
ardent aspirations of our Nation. But our Government has to deal 
with the concrete, not just with generalities. 1 am confident that in 
this realm of the concrete there is substantial accord between the 
American people and their Government. 

Every specific proposal that the Soviets have made for promotin 
an ending of the cold war has been a proposal designed to diminish 
our will or capacity to resist international communism in the achieve- 
ment of its worldwide goals. 

Take the Soviet economic demands. These would require us to 
eliminate all control over the movement to the Soviet Union of our 
strategic goods. They would require us to grant vast credits to enable 
the Soviet Union to buy in this country what it felt would be useful 
for its military and industrial development. It would require us to 
extend most-favored-nation treatment to Soviet goods, which may be 
sold, for political reasons, at prices which bear no relation to costs. 

And there is no suggestion that the Soviet Union might itself free 
its own trade from political domination. Every kopek of Soviet 
trade is regimented and directed by the state primarily for political 
and strategic purposes. Some commercial transactions are made in 
order to produce needed foreign exchange. But the Soviet Govern- 
ment has never concealed the fact that, in this matter of foreign trade, 
political and not commercial factors were primary. Thus it would 
itself maintain the tightest political direction over all its trade while 
we would be expected to abandon all of our controls. 

Berlin and Germany provide another illustration. In 1944-45 
there were agreements between the principal Western allies and the 
Soviet Union on the zones of occupation of Germany. Under those 
agreements the United States and the United Kingdom, at the close 
of hostilities, relinquished to Soviet occupancy very large parts of 
Germany on which their armies then stood. As a part of those same 
agreements they and France received the right to occupy West Berlin, 
then a mass of rubble, and to have access thereto. 

That rubble has been transformed into a dynamic exhibit of what 
free men can do. As such, its contrast proves irksome and unsettling 
to the Communist rule of surrounding areas. So the Soviet Union 
annuls its agreements with us and calls on us to withdraw the small 
Western garrison which alone assures the confident independence of 
the brave people of West Berlin. That, according to the Soviet Union, 
would be a step toward “ending the cold war.” 

Another step, according to the Soviet Government, would be for 
us to accept abandonment of the Soviet agreement that German 
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reunification is a responsibility of the four occupying powers and that 
Germany shall be reunified by free elections. 

This was the principal substantive result of the summit Conference 
of Heads of Government held at Geneva in July 1955. It was achieved 
only through the toughest negotiation. But finally the Soviet Gov- 
ernment agreed that there was a— 
close link between the reunification of Germany and the problems of European 


security, and on the fact that the successful settlement of each of these problems 
would serve the interests of consolidating peace. 


Also the heads of government agreed on— 


recognizing their common responsibility for the settlement of the German question 
and the reunification of Germany. 


They also agreed on— 
the reunification of Germany by means of free elections. 


The Soviet Union seems now to have concluded that it is not to its 
interest that there should be a reunification of Germany, and that 
two Germanies should be perpetuated. Also it has decided that it 
wants to slough off its share of the agreed common responsibility for 
the German question and for German reunification and to abdicate 
in favor of its creature, the so-called German Democratic Republic. 

The Soviet Union argues that if we will acquiesce in this tearing up 
of the summit accord and accept different arrangements more favor- 
able to it, that would be another good step toward ending the cold war. 

And so it goes. Never yet has the Soviet Union made any proposal 
designed to promote ending the cold war except on terms that it 
calculated would help international communism to win the cold war. 

There is, I know, always the temptation to grasp at a form of words 
which might seem to end the continuing strains, the burdens, the risks, 
to which we are now subjected. But the Soviet proposals constitute 
not remedies but drugs which would numb us to the real danger which 
will then become greater than ever. 

Let me make perfectly clear that we are fully alive to the grave 
hazards in the present situation. Every reasonable and decent effort 
must be made to avoid needless provocations, to find a modus vivendi, 
and to reduce the danger of a war which under present conditions 
would involve a large measure of worldwide annihilation. We have, 
I think, shown that we believe in such efforts. 

We made the Korean armistice which ended the hostilities in Korea. 

We participated in the Geneva Conference of 1954 which brought 
to an end the hostilities in Indochina. 

We have sought, and still seek in our Warsaw talks with the Chinese 
Communists, to assure that in the Taiwan area force should not be 
relied upon by either side to bring about the reunification of China. 
And the Government of the Republic of China last October declared 
its principal reliance on peaceful means, and not the use of force, for 
restoring freedom to the people on the mainland. 

We have joined with the Soviet Union in concluding the Austrian 
State Treaty which liberated Austria. 

We have made, a year ago, an agreement for cultural and scientific 
exchanges with the Soviet Union. 

We have met with the Soviet Union at the summit and indicated a 
readiness to do so again. But the Soviet Union broke off the negotia- 
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tions for such a meeting last June when it was made clear we would 
feel free to talk about some subjects that they disliked. 

We are negotiating in good faith for a controlled discontinuance of 
the testing of nuclear weapons. 

We have indicated our readiness to discuss the interrelated problems 
of Berlin, German reunification, and European security. But so far 
the Soviet Union insists that we shall only talk about a change in the 
status of West Berlin—not East Berlin—and about a peace treaty 
which would be made with the two Germanies and perpetuate the 
partition of Germany. 

The principles of our policy were first announced in 1947. That 
policy is based, first of all, on our hope of achieving a just peace and 
on firmness in opposing aggression. Ever since that time the Ameri- 
can people and their successive governments have stood by these 
basic purposes steadfastly and firmly in spite of every kind of 
provocation. 

I assure you that we are as alert and vigilant in seeking every 
reasonable avenue to achieving a better understanding with those 
who are hostile to us as we are alert and vigilant in maintaining the 
kind of strength that will convince them of the folly of aggression. 

As President Eisenhower has repeatedly said, there is nothing that 
we will not do at any time at any place which holds a reasonable 
prospect for promoting a just peace. But it would be reckless to be 
intimidated, or lured, into measures which far from ending the present 
danger would merely increase it. 

Chairman MorcGan. Thank you, Mr. Secretary. 

Now, for the benefit of the new members, it is our usual procedure 
here that we operate under the 5-minute rule. The committee being 
32 in number, we have to limit each member’s questioning to 5 
minutes. If the members will keep track of their watches and try 
to stay within the time limit, it will be appreciated. 

Mr. Secretary, do you see any new elements in the policy of Soviet 
Russia arising from the new meeting of the 21st Communist Congress 
and the address by Mr. Khrushchev? 

Secretary Duties. We do not yet have the full text of that address. 
He spoke for 6% hours, but insofar as we have been able to follow it, 
there is nothing new. 

Chairman Morgan. Mrs. Bolton? 

Mrs. Bouron. Mr. Secretary, | happen to be a little more alert 
than I often am because i had to give a talk myself last week about the 
administration's foreign policy, so I dug into a great many things and 
was fascinated by what | found. 

I am generally enthusiastic about the methods which you employ, 
about which | knew considerably less than I do now. 

I wanted to ask about the suggestion, it is my understanding you 
made, that there is a possibility that there might be methods other than 
free elections to change the German situation. 

Secretary Duties. | said in answer to a question at a press con- 
ference—the question was, “Is it your position that ‘no free elections 
no reunification’ ? ’ 

I said the result we wanted was unification of Germany with 
freedom. That result, we have agreed upon with the Russians and 
with the Germans, should be obtained by free elections. That was 
the summit agreement. If there was any other way to bring it 
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about, we would be glad to explore that way, but before we give up a 
way which is a good way and the agreed way, we would like to see 
what the alternative is and we so far have not found any particular 
alternative. 

The Soviet proposals on confederation are not really steps toward 
reunification at all. They are steps which in the name of confedera- 
tion would perpetuate the division. The so-called German peace 
treaty proposed to be made by the two Germanies would be another 
step to perpetuate the division. 

Now, I pointed out at my press conference yesterday that nobody 
can say that free elections are the only way to achieve reunification. 
I referred to our own national history. 

Our original Union came about through legislative action by the 
States and not by popular elections. The reunification of 1865 was 
not by free elections. Even when Alaska became a State, which 
created a further unification, there was a general election in Alaska 
but there was no general referendum for popular expression through- 
out the country. 

Mrs. Bouron. It is not then a weakening on our part. My people 
have interpreted it in some instances as meaning that we are receding 
from our firm position. 

Secretary Duties. No. We have this agreement for reunification 
by free elections. We are adhering to it. Unless and until somebody 
can come up with an alternative suggestion which would really ac- 
complish reunification in some other effective way. It would have to 
be a way clearly in accord with the wishes of the people because we 
don’t want to impose something that they don’t want, but there is 
no doubt, I think, but what the German people as a whole do want 
to be reunified and they want to be vealed in freedom because 
there is a steady flow of refugees from East Germany to West Ger- 
many which | think is convincing evidence of the way they feel. 

Mrs. Boiron. Thank you very much, 

Chairman Morcan. Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Mr. Secretary, it is always nice to have you with us. I hope if I 
ask any questions which would seek to divulge negotiations, you will 
refrain from answering. 

Is the United States in complete agreement with our allies on every 
step of the Berlin situation? Have we complete understanding with 
our allied nations? 

Secretary Duties. On the basic proposition of standing firm in 
Berlin, and, if need be, risking a war rather than being taken out of 
Berlin, upon that there is complete agreement. 

It was expressed strongly and vigorously by the four powers—by 
the four Foreign Ministers when I was at the meeting in Paris last 
December—and then by the NATO Council and on the basic propo- 
sition there is complete agreement. 

Now, how you implement that in all possible contingencies that 
one can think of has to be gone into. Some obvious possible actions 
we may face are the substitution of G.D.R. people, blowing up bridges, 
cutting down of trees across the roads, and interference with air 
flights. 

We have not yet achieved full agreement with our allies or I might 
say even within our own Government as to what we might do in every 
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contingency. The possible courses of action that the Soviets or East 
Germans might take are very many indeed and we have been studying 
what we would do under various contingencies. There are studies 
under way with the Department of Defense, the Joint Chiefs of Staff, 
and the State Department. 

We have been having preliminary talks on these contingencies 
with our allies, which have been so far in the nature of an exchange 
of views rather than an attempt to reach an agreement. That 
attempt will be pushed forward, I hope rather rapidly after our own 
position is firmed up somewhat more and after the preliminary 
exchanges are also being considered at a higher level by the British, 
French, and German Governments. 

Mrs. Ke.tuiy. On the basic proposition you are in agreement. 

On those things that are possibly flexible in an approach to meet the 
problem, there is indecision; is that correct? 

Secretary Dutuzs. I would not say there is indecision. 

Mrs. Keuiy. Well, the method of meeting them? 

Secretary Duties. There has not yet been decision. I expect 
there will be decision well before the critical date which will be the 
end of May. 

[Security deletion.| 

Chairman Morcan. Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Secretary, I am glad to see you with us again. I want to take 
this opportunity to compliment you on the affirmative and positive 
Madecstin and statesmanship you are giving in this particularly 
difficult period. I think you have established a splendid record and I 
want to congratulate you. 

Mr. Secretary, do you feel the Soviet Union will draw the issue in 
the spring on Berlin? 

Secretary Dues. I believe that they will keep the pressure on 
until the very last minute. That is their usual tactic. They may not 
make any concessions in advance. They will keep the pressure on 
until the very last in the hope that some division will develop, some 
weakness will develop. 

Some people asked, when Mr. Mikoyan was here if he made any 
indications of concession. I said, ‘‘No, and it would not be at all in 
accordance with their tactics to make any concessions in advance. 
They will keep the war of nerves, which they are conducting, and 
they will continue it to the very last to see if our nerves hold. If it 
doesn’t hold, they will gain a great victory.” 

Mr. Merrow. From your conversations with Mr. Mikoyan and 
from your observations of what they have been doing recently, do 
you feel there is any possibility that they may change their line of 
policy, weaken it or make adaptations that would indicate that it 
might not be as rigid in the future? 

Secretary Du.urs. No; there is every evidence that they are be- 
coming tougher and with the growth of their economic and industrial 
power, their increased military power, I think that is likely to be 
reflected in a tougher rather than a softer policy line. 

The chairman asked me about our reactions to the speech of Mr. 
Khrushchev. I said there was nothing new there. My advisers who 
are expert in these matters tell me, based on what they know, that 
while there is nothing new, the tendency is to be tougher than before, 
although the general line is about the same. 
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Mr. Merrow. Are they accelerating to a marked degree their 
economic offensives in the underdeveloped areas of which you spoke? 

Secretary Duties. Yes. They are now increasing their economic 
activities quite substantially every year, particularly in the under- 
developed countries. 

Their system does enable them to eer economically. You see, 
capital savings are by and large the difference between what you pro- 
duce and what you consume. Now, when you have a dictatorship of 
that kind which on the one hand requires labor to produce at a very 
rapid rate, with long hours of labor and with labor which largely ex- 
tends to women as well as men, and if on the other hand you hold 
them down as to what they can consume, then you get a bigger margin 
between production and consumption. Your production is up and 
your consumption is down. 

Now, in most of the so-called free countries where labor has greater 
choice, greater opportunity for leisure and so forth, you get condi- 
tions where by and large production and consumption are in balance 
and when that happens you don’t have any capital increase at all. 

Normally in a free society you get an annual increment of some< 
where between 3 percent and 5 percent in your capital development. 
The Soviet Union is getting between 5 and 8 percent probably. 

Communist China has an even more rapid rate of increase. 

Now, out of what they are able to extract from the people, they get 
the capital for further development for war industry and for economic 
offensives. They are increasing the weight of their economic offensive, 
particularly in the less developed countries of the South Asia and 
Africa. 

Chairman Moraan. Mr. Selden. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Mr. Secretary, you made the statement that both the Soviet Union 
and the Chinese Communists are growing rapidly in military and 
industrial power. If that is correct, do you feel that we are gaining 
or losing ground in the cold war we are waging against the Com- 
munist world? 

Secretary Duties. If you think purely of the material develop- 
ments such as I referred to, economic and industrial growth and obtain- 
ing funds for the cold war, they are gaining more rapidly than we are. 

On the other hand, there is developing within the Soviet Union at 
least—not so much yet in Communist China—but within the Soviet 
Union there is an internal revolution occurring which I think indicates 
that they will not be able to carry on indefinitely this type of develop- 
ment which has been characteristic of the first generation of their 
activity. 

More and more the leaders—Khrushchev—are having to promise 
the people that they are going to get more consumer goods. In the 
last year or so he has been having to promise the people that they will 
have more leisure. He now says they are going to have a short 
working week; have as much leisure as the American workers have. 

Now, that shows a growing demand within the Soviet Union on 
the part of the workers to get more or less the equivalent of what is 
gotten by workers in the free countries, and that demand has reached 
proportions so that at least they have to promise to meet it. So far 
they haven’t done much toward meeting it. 

They have been talking about more consumer goods for a long time 
and they provide a small amount of additional consumer oods, but 
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by and large most of the increased production has gone into other 
things than consumer goods. They have begun to promise shorter 
hours of work, more leisure, things of that sort. They haven’t done 
anything about it, but there is a revolution definitely going on and so 
I do not think that this particular threat is one which we shall have to 
face indefinitely and I think that the situation within the Soviet 
Union is tending to become more comparable to ours and as it does 
become so, a rate of growth will be less rapid in relation to ours than 
it is at the present time. 

Mr. SevpEN. In other words, you believe that from a long range 
point of view we are gaining ground? 

Secretary Duties. Over the long run I am sure that time is working 
in our favor in that it is working toward a quite different type of 
society than what was originally conceived as the dictatorship of the 
proletariat. 

Now, over the short run the advantage is not in our favor and it is 
going to require of us a very considerable effort, sacrifice and deter- 
mination to prevent losses during this short term period. 

If we can hold those off—which | am confident that we can—then 
I look forward quite confidently to a situation within the next or 
second generation, you might say, which will alter the complexion of 
their effort very much, and where the situation will be more normal, 
more comparable to ours, and where you have a movement away from 
the conditions where they operate really under conditions of forced 
labor and imposed austerity. 

Chairman Morean. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Mr. Secretary, it is always good to have you here again and looking 
so well. Sometimes we read something disturbing that is supposed to 
be authentic and it is good to get it straight from you without the 
distortions in the press. 

I saw in Time magazine its story of the garbled report of your press 
conference remark on German unification by elections to which the 
gentlewoman from Ohio referred. Even Time, which generally is not 
too critical of other journalistic organs, had to condemn the distortion 
by certain papers of your very proper reply on that. 

I am very grateful for your overall statement here this morning. I 
think it is one of the best and soundest you have ever made. It will 
help much with our own people. I have for years been concerned lest, 
in our efforts to get the support of peoples around the world, we might 
not pay enough attention to our own people and one day might wind 
up without the support of our policies by our own people. 

You have made a very powerful appeal here to both our people and 
the people of allied countries, showing that our policy is sound and 
that what we need now is firmness in support of these principles, 
while using imagination and flexibility in the application of them to the 
details of individual situations. 

The Communists apparently believe that if they give us a May 
deadline to come to their position on Berlin—a position that would 
amount to our surrender under another name—the American people 
between now and May will force our Government to yield, step by 
step. There are always some timid columnists who think just one 
more surrender—called concession—will bring peace. You are show- 
ing—unanswerably, I think—why we must not yield. 
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It becomes a race between the firmness of Western peoples in 
defense of their freedom and the urge to gain their freedom on the 
part of the peoples under the Communists. Will their urge become 
strong enough before our firmness is whittled away by fatigue and 
the appeasers? 

I have but one question: The Communists say that if we won’t 
yield on West Berlin, they are going to turn East Berlin over to the 
Kast German Peoples Republic as they call it. 

Have we ever said to them that if they do, we will turn West Berlin 
over to West Germany and support West Germany? 

Secretary Duties. No, we have not made that suggestion. 

Mr. Jupp. The Chinese Communists have an aphorism which says 
‘“‘A truce is the military equivalent of the political tactic of coalition.”’ 
That is a smart sentence. In politics, if you have enough votes to 
win, then have an election. But if you don’t have enough votes, 
don’t permit an election; try to get a coalition as the way to get into 
power. They say a truce is the military equivalent of that. If you 
haven’t enough power to win a war, then call for a truce—not as a 
means of ending the struggle but as a means of winning at the con- 
ference table what they cannot win on the battlefield. Our people 
think a truce is a peace move. To them it is a military move. 

I am glad that you are considering the possibility that they might 
back off a bit on Berlin if we would say, ‘All right, we will turn over 
to West Germany our portion of Berlin and support West Germany 
in defense of it.”” Then they would really be in trouble. 

I have no other questions, Mr. Secretary. You have given us a 
very comprehensive review of policy—past and present. 1 only wish 
there was time for you to do your usual job of providing a thumbnail 
sketch of what is happening in each of the continents, in order to 
bring us up to date. 

Thank you. 

Chairman Morcan. Mr. Fountain? 

Mr. Fountain. I pass, Mr. Chairman. 

Chairman Morean. Mr. Fulton? 

Mr. Fuuron. Mr. Secretary, it is always a pleasure to have you 
here. We think that you are doing an excellent job. 

We in the United States have been successful for a number of years 
in implementing a bipartisan foreign policy. I believe you will agree 
with me that we should make every effort to continue to work out 
such a joint foreign policy in every field that we can during the next 
2 years. Is that not correct? 

Secretary Duuuss. I agree. 

Mr. Futron. Now could I question you on several points? 

The first is that, since Mikoyan has been to the United States on 
his visit, there has been no change as a result of that visit in the 
United States and the Western foreign policy toward the Eastern bloc? 

Secretary Duties. There has been no change. 

Mr. Futon. There have been no secret commitments, agreements, 
executive or otherwise, made with Mikoyan when he was here, or 
any promises or guarantees that if certain actions were taken others 
would follow by this country? 

Secretary Duties. Nothing whatsoever of that kind. 

Mr. Futron. There has been no change in recent weeks of the 
policy of the United States toward Germany, and there is no con- 
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templated change that there would be any policy taken by ourselves 
or our allies without the consent of the German people? , 

Secretary Duties. That is right. 

Mr. Fuiron. And, before any change in our U.S. policy on any 
major European nation would be initiated by the United States or 
even negotiated for with the Eastern group of nations or any of them, 
we would, I am sure, through the proper officials of our dwn Govern- 
ment, check with each of our allies and obtain their agreement? 

Secretary Duties. Such consultation now takes place on a very 
regular basis, particularly in what we call the Permanent Council of 
NATO, which meets almost daily; and, as I pointed out in my opening 
statement, it is becoming more and more an ardent political consulta- 
tion and it is very useful in that respect, and it does provide a means 
of quickly bringing matters to the attention of all the NATO govern- 
ments and getting their views. 

That, of course, is supplemented also by diplomatic exchanges. 

Mr. Futon. There is at present really no basic disagreement then 
on principle or policy with any of our major Western allies in NATO? 

Secretary Duties. No, none whatsoever. 

Mr. Furiron. We have had no change of policy recently in the 
last few weeks in respect to Nasser and the method of negotiating 
with him, have we? 

Secretary Duties. No. There has been no change of policy. I 
think that relations have become somewhat better. 

[Security deletion.] 

Mr. Futron. Could you have the Department supply me either 
personally or for the record any evidence of substantial propaganda 
activities by Nasser, or Nasser interests, in the United States? 

(The following information has been supplied by the Department 
of State:) 

The United Arab Republic’s informational program in this country is similar 
to that of many other countries with which the Unifed States kas normal rela- 
tions. Press and cultural attachés are assigned to the United Arab Republic 
Embassy in Washington. They maintain contact respectively with the American 
pores and with American educational institutions. The United Arab Republic 
Smbassy occasionally issues publications presenting the United Arab Republic’s 
point of view; and Embassy representatives accept various speaking engage- 
ments for the same purpose. The United Arab Republic participates with other 
Arab States at the United Nations in the activities of the Arab States Delegations 
Office which disseminates information concerning the pqggitions of the Arab 
countries on various matters arising at the United Nations} ‘Bhe United Arab 
Republic also participates with other Arab States in maintaining an Arab Infor- 
mation Center which has branches in New York and Washington and which is 
registered with the Department of Justice under the terms of the Foreign Agents 
Registration Act. 

Mr. Futton. May I just finish with this thought: When you have 
been before our committee several times, I have tried to have an 
—— on one particular matter and that is the country of Albania. 

Ibania is a country that is separated from the other parts of 
Eastern Europe by Yugoslavia and by Greece. Macedonia in each 
of those two countries 1s the block. Of course, Bulgaria and Russia 
would probably like to get through by land to Albania and the 
Adriatic Sea access. When there is the capability to have a sub- 
marine base in Albania at a point just above the straits entering the 
Adriatic Sea, the Straits of Atranto, why don’t we try for the defection 
of a second Communist-dominated eastern European country where 
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it is so isolated and gives the Communists a tremendous advantage 
of having two submarine bases? One in Egypt for submarines and 
the other in the Adriatic Sea through the Gather base at Vléné in 
Albania? 

I believe that gives them a tremendous advantage to have two 
ports for a submarine base in this area and causes us militarily a 
tremendous risk in the Mediterranean and the Adriatic area. 

Now, my recommendation is, as I finish, that we take affirmative 
measures to try to get the Albanian people to overthrow the current 
Government and either move toward Greece, Yugoslavia, or Italy. 
Our U.S. policy should not get caught in the middle between those 
three countries, not wanting anything done because they are afraid 
any one of the others will get an advantage. 

That is all. 

Chairman Moraan. Mr. Fascell. 

Mr. Fascetyi. Thank you, Mr. Chairman. 

Mr. Secretary, as I understand the Soviet and the United States 
obviously have strong military positions from which they cannot 
retract in the lenaistabhs future. Is that a statement in which you 
can concur? 

Secretary Dues. A strong military position? 

Mr. Fasce.u. Yes, sir. 

Secretary DutLres. We both have powerful military establishments. 
As you know, we are negotiating on certain phases of what is called 
disarmament. Meetings are in process in Geneva now seeking an 
agreement on suspending nuclear testing under proper safeguards. 
The discussions on the problem of surprise attack were recessed in 
December. I don’t know whether that is what you mean or not. 

Mr. Fasce.u. Well, in general terms; yes, sir. 

We both have strong economic offensives with the other peoples of 
the world and the Russians, as I understand your statement, are 
stepping theirs up; is that correct? 

Secretary Dutuss. Yes. 

Mr. Fasce.u. Also the Russians have for some years enjoyed con- 
siderable success, at least from their viewpoint, in the production of 
hard goods and capital goods? 

Secretary Duties. That is right. 

Mr. Fascetit. Now they are saying they will make an effort to 
shift over to consumer goods. This overall appraisal gives me a feel- 
ing that as far as our relationships are concerned, we are reacting to 
stimuli. What I am interested in is, What are our offensive plans 
either short range or long range, to meet the challenge of Russia and 
the Communists? 

Secretary Dutuss. Basically, we hope to encourage an evolution 
within the Soviet world so that they will no longer be a threat to 
freedom in the world and where they will be concerned with their 
own affairs and not be concerned with promoting the goals and 
ambitions of communism. 

Mr. Fascett Mr. Secretary, excuse me, but that is a very im- 
poise statement and I would just like to amplify that for a moment. 

would concur in the statement but it seems to me at the present 
time it is completely unilateral. That is, the Soviets are working on 
this evolution. Is there anything we in the United States can do 
with respect to bringing about this evolution? 

36007—59 3 














14 BRIEFING ON CURRENT WORLD SITUATION 


Secretary Duties. Yes; there is a great deal we can do. That is 
one of the main purposes of this cultural and exchange agreement 
made a year or so ago: to bring Russians over to see what our con- 
ditions are, and to see the opportunities the workers have, and so 
forth, and sending more people into the Soviet Union to talk about 
these things and explain about them. 

[Security deletion.] 

Secretary Duties. The example which we are giving to the world 
and getting across to them is the thing which is compelling the 
Russian leaders to say to their people, ‘Well, now, we hope that we 
will be able to expect—-we promise, indeed, that we will give you in a 
few years, the same advantages that the American workers get. 

And their whole purpose—you read their statements—they say, 
“We are going to have as good a situation as the United States has. 
We will have as many hours of leisure for the workers as the United 
States has.” 

It is our example that has made sufficient impact in the Soviet 
Union so the leaders of the Soviet Union say to their people, “We are 
going to follow the American example.” 

Whenever Khrushchev talks, what does he talk of? He talks to his 
people in terms of giving them something as good as what we’ve got. 

Mr. Fascei. Mr. Secretary, you talk in the frame of reference of 
an evolution that would have some impact within the next generation 
in Russia. 

Is there anything conceivably that we can do to shorten this period 
of time? 

Secretary Duties. Well, everything we are doing tends to shorten 
it. I said within a generation. Of course, if anyone tries to measure 
these things, it is utterly impossible to be precise. 

I don’t know how rapidly this evolution is going to occur. It could 
occur to a point where—a significant situation could come about in 
10 years, or in 20 years. The rate of development depends somewhat 
upon what we do, to the extent we get across the image of America, 
which catches the imagination of the peoples of Russia so that the 
leaders have to try to realize for their people what we realize for ours. 

Mr. Fasce.ii. Would you agree that there is merit in the suggestion 
that we could get this image across on a nongovernmental basis? 

Secretary Duties. Yes. It is being done to a very considerable 
extent on a nongovernmental basis, although the conditions, for 
example, are worked out as you have to work with the Soviet Govern- 
ment. No private activities can be carried on without the approval 
of the Government, so we have to work with the Government to get 
the conditions. 

But from our standpoint, the operation of this thing is largely done 
by private groups, private business. 

Private industry now has the opportunity to send some movie 
films—I hope they pick the right films. If they pick the wrong ones, 
they can do us a disservice, but the Government can’t exercise censor- 
ship in these matters. We have to leave it to private industry that 
has been over there negotiating on this exchange of films, for example. 

The exhibits at this fair we are going to put on this summer in 
Moscow are almost all going to be provided by private industry, labor, 
and cultural institutions. 

I have always said that, when what you are trying to do is to get 
across to the world the virtues and benefits of freedom, government is 
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the worst one in the world to do it because government is not freedom. 
In a sense, government is the contrary thing to freedom. 

They can demonstrate what government does. We want to demon- 
strate what freedom does and the best exponents of freedom are the 
free individuals, the free people. 

Mr. Fasce.u. The people themselves. 

Secretary Duties. That is right. 

Chairman Morean. Mrs. Church 

Mrs. Cuurcu. Thank you, Mr. Chairman. a 

Mr. Secretary, it is always good to have you come and revivify our 
own determinations. Though I imagine you are as bored as I am 
with the Mikoyan visit, I would like to follow up a little bit the ques- 
tion Mr. Fascell asked in relationship to that visit: Did the State 
Department know what was being planned when Big Business decided 
it would be well to lay the groundwork for this visit? 

Secretary Duties. No; they did not. 

Mrs. Cuurcn. Do you think this is setting a pattern 

Secretary Duties. Because Mr. Mikoyan did not come here at our 
invitation. He came here ostensibly to call upon and visit the Soviet 
Ambassador in Washington. That is what he said in the application 
for visa. 

Mrs. Cuurcu. I have been rather interested in the comments that 
have come from certain of the industrialists in Chicago who were 
thrown in touch with him, as to why they were in touch and how; 
and I wondered at what stage of the game the State Department 
became aware that there was being set up perhaps a pattern for non- 
governmental activity—almost under-the-table diplomacy. Or am I 
exaggerating what happened? 

Secretary Duties. Well, I don’t think it did really a great deal of 
harm. 

[Security deletion. ] 

Secretary Dutuss. I will say at this juncture that the representa- 
tives of labor took a position which is, I think, far sounder in the 
national interests than some of the representatives of business whom 
he met. 

[Security deletion.] 

Secretary Duties. The labor people really stood up to him and 
gave him a really strong statement of position. 

Of course, Mr. Meany refused to meet with him at all. 

Carey and Reuther met with him and I guess gave him a clear view 
of how labor felt. 

The State Department was not consulted at all, and there was 
nothing, I think, that we could very well interfere with. 

Mrs. Cuurcu. Do you think any pressure will be brought to bear 
on you, or has been brought to bear on you, in the name of industry 
to relax our restrictions? 

Secretary Duties. No. There has been very little pressure, and, 
in fact, none that I am aware of. I think there has been an effort by 
elements of the business community to try to overcome this. 

I know that Business Week, which is perhaps the leading business 
publication, had a full-page advertisement in the New York Times a 
day or two ago, on an editorial they were running designed to overcome 
the impression that all business had been wooed and won by Mr. 
Mikoyan. 
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[Security deletion.] 

Mrs. Cuurcn. Do you think that there was a deliberate plan on 
the part of the Soviet to go over your head to reach the American 
people, as the newspapers sometimes put it? 

Secretary Dutuxs. I think they wanted to try to find out to what 
extent the country was back of our policies or whether there was 
division in our country—not necessarily along political lines, but 
whether the feeling was such that the Government would be unable 
to maintain a strong line. 

Now, I think that, in the end, he came to the conclusion that the 
genres line which we have taken, which is certainly a nonpartisan 
ine, and it is a line, which I say here, really Mr. Truman started with 
his Greek-Turkey Doctrine of 1947, which has been developing since 
then—I think he went back probably convinced that the Government 
had enough support to carry it through and that there was not the 
division and lack of support which may have been suggested. 

1 don’t know just what his state of mind was. 

Chairman Morgan. Mr. Coffin 

Mr. Corrin. Thank you, Mr. Chairman. 

Mr. Secretary, is this statement going to be released, your major 
statement? 

Secretary Duties. Yes. 

Mr. Corrin. I would like to mention one difficulty that I think we 
confront when we state our policy: Virtually everything in the state- 
ment is phrased in terms of “anticommunism,” and “the Com- 
munist threat.”’ 

Even that part of your statement which is devoted to helping other 
countries carries this theme except for one paragraph at the very 
beginning. 

3ut from what I have heard and read, we would be making more 
headway if we explained some of our policies as not only based upon 
the Communist 1 ato: in the existence of the cold war, but also on 
recognition of the fact that even if there were no cold war we prob- 
ably still would have a policy of helping the underdeveloped countries 
because, first of all, we believe in freedom, and, secondly, we believe 
the final permanent conditions of world peace depend upon trade, and 
trade depends upon fairly well-developed economies. 

Is this a correct statement, really, of our basic position? 

Secretary Duties. Well, I think that you are quite correct that 
many of the things we are doing we would be doing anyway. 

When you make a statement like this, you have to alter its emphasis, 
or decide upon its tenor in the light of conditions at the moment at 
which you speak. 

Now, I have made statements, explanatory of U.S. policy as to why 
we are doing all these things that had no relationship at all to com- 
munism and explained why we are doing them. 

At the moment, I am speaking in the aftermath of Mr. Mikoyan’s 
visit and at a time when the 21st Communist Congress is meeting in 
Moscow, and I am making this statement, having in mind its impact 
upon that particular situation. 

If I had been making this statement as I have in the past made 
statements under different conditions and a little different environ- 
ment, I could have put on a different connotation. 
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Mr. Corrin. I think to the extent we can phrase these statements 
not only in terms of being anti-Communist but also being interested 
in other people’s welfare, it would perhaps be helpful. 

There is one specific statement that might be misintv. preted at the 
bottom of page 2, where you say: 

- We never had, and do not now have, any substantial differences with the Soviet 
n1on. 

Now, I assume this means we don’t want any of their territory and 
they don’t want any of ours, but it seems to me it is capable of being 
lifted out of context, and even the context doesn’t make it quite clear. 

Secretary Duties. Yes; I think you are probably right about that. 

I think perhaps it isn’t sufficiently clear. We don’t have any 
national quarrel at all with the Soviet Union. 

Mr. Jupp. The Soviet Union as a country rather than as a Com- 
munist conspiracy. 

Secretary Duss. I want to say that the trouble is that the Soviet 
Union is used by the Communist Party for purposes with which we do 
not agree. 

Mr. Corrtn. I have no quarrel with the thought. I merely point 
out the possibility that it could be lifted out of context. 

(Discussion off the record.) 

Chairman Morean. Are you through, Mr. Coffin? 

Mr. Corrin. Yes, Mr. Chairman. Thank you. 

Chairman Morean. Mr. Adair 

Mr. Aparr. Thank you, Mr. Chairman. 

Mr. Secretary, would you comment, please, upon the status of Mao 
Tse-tung, now, and any significant changes that you see in that 
Government, and give us your opinion as to what is going on there 
now? 

Secretary Duuuss. I do not think that the change in the status of 
Mao Tse-tung indicates anything of very great significance. He con- 
tinues on as the head of the Communist Party, which is the really 
potent power. 

As I point out, it is the Communist Parties in these countries that 
decide really upon what is done, how it is done and who should do it, 
and he retains that position which is the real post of power. 

He has laid down some of the protocol jobs and things of that sort, 
but I don’t attach at the moment any particular importance to the 
change in Mao Tse-tung’s position. 

Mr. Apair. You see no significant changes in the policies—that is, 
the international policies of that Government at this time? 

Secretary Dutuzs. No. 

Mr. Aparr. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Hays 

Mr. Hays. Thank you, Mr. Chairman. 

Mr. Secretary, this question needs a little background. I was at a 
dinner the other night at the German Embassy where one of the 
- was your sister, and there were some German Members of 

arliament there. One of them brought up a hypothetical question 
which made some sense to me about what might happen in Berlin. 

He said: “Suppose the Russians do turn East Berlin over to the 
East German Government and suppose a convoy of ours goes rolling 
up the road and the East Germans stop it and say, ‘You can’t go any 
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further unless you show your documents.’ The man in charge says, 
‘We don’t show our documents to you,’ and decides to go on.” 

He said the thing that bothered him is, do the German Government, 
the British, the French, and the Americans, have a policy, or would 
the chance of starting a war be decided by a couple of second lieu- 
tenants, an East German and an American. 

He wondered if you had a set policy as to just about exactly what 
we would do in the event they do turn this over to the East Germans 
and the East Germans say, “You can’t have access to Berlin any 
more.” 

What do we do then? 

Secretary Duties. | assure you we will have a policy on that. 
It will not be determined on the spur of the moment by some local 
official. 

That is the type of thing being dealt with in terms of this contin- 
gency planning which I referred to in answer to Mrs. Kelly’s questions 
earlier. We have a whole series of possible contingencies and are 
working out what the answers will be and what the position will be 
if those contingencies occur. 

Mr. Hays. That is all, Mr. Chairman. Thank you. 

Chairman MorGan. Mr. Curtis—— 

Mr. Curtis. Thank you, Mr. Chairman. No questions. 

Chairman Morcan. Mr. Farbstein——— 

Mr. Farsstrern. Thank you, Mr. Chairman. 

Mr. Secretary, would you suggest that there are no differences 
whatsoever between the Chinese Government and the Government of 
Soviet Russia? 

Secretary Duties. I expect that thene are differences in the sense 
that the Chinese probably want to get more economic and military 
assistance and they don’t want to pay as much. I have no doubt 
there are differences of that kind. 

There is also apparently a tendency upon the part of the Chinese 
Communists to be what you might call a little more orthodox, and 
to resist the trend which I have indicated is occurring, I think, in 
Russia toward a somewhat more liberal regime with more consumers’ 
goods for the people and more leisure, and so forth, for the people. 
A difference in emphasis. 

I don’t think there is any difference which is liable to lead to any 
serious division at the present time between the two regimes. 

Mr. Farsstein. Is dhere any likelihood or possibility that we could 
do anything to promote any of these differences? 

Secretary Duuuus. I don’t think we could do any more than what 
we are doing. As I pointed out earlier, our example is setting up a 
trend in the Soviet Union which at the moment is contrary to the 
prevalent trend within Communist China. 

Communist China is moving in a direction of a more severe police 
state role, a more complete communization and regimentation of the 
people, under more extreme forced labor conditions, with destruction 
of family life and the like. It is more so than the trend in the Soviet 
Union. 

I think there is nothing we could do other than we are doing in that 
situation. 

Mr. Farsstern. Let’s go on to another part of the world, following 
up a previous question which was asked. 























BRIEFING ON CURRENT WORLD SITUATION 19 


Has our policy changed at all with relation to the various countries 
in the Near East? How about Iraq, with this fellow Kassim? What 
is our policy with these countries in view of what has been happening? 

Secretary Dutuss. Our policy is to try to encourage as far as we 
can the independence, the genuine independence of these countries 
while not opposing a cooperation in terms of the Arab League, and 
the Arab Financial Development Institution, and the like. 

[Security deletion.] 

Secretary Duties. We are standing on the basic proposition that 
we want to help to maintain freedom and independence of the area. 

Mr. Farssrern. Just one other question, Mr. Chairman, and then 
I will be through. 

Would you care to give us your opinion on what position we might 
take with relation to the Rapacki plan? 

Secretary Duties. The military people—not only our own, but 
those of NATO—have considered the Rapacki plan and have advised 
us that in their opinion the plan as it stands is militarily very dis- 
advantageous to the West. 

[Security deletion.] 

Secretary Duties. I would assume however, that if there were any 
plan for German reunification, it would almost inevitably involve 
some provisions to assure that the reunited Germany would not seem 
to be a greater danger to the Soviet Union than to the neighboring 
countries. You could hardly realistically expect reunification except 
under such conditions. 

Chairman Morcan. Judge Saund—— 

Mr. Saunp. Thank you, Mr. Chairman. 

Mr. Secretary, some historians have called the First World War and 
the Second World War ‘‘colonial wars,”’ insofar as the major European 
powers were concerned. 

Germany, Austria and Hungary started the First World War 
because they wanted to acquire possession of colonies, so they could 
expand. 

The Second World War was started by Japan and Germany because 
they wanted more territory in which to expand and find markets. 

It also has been said that the real cause of those wars was the fact 
that there were certain countries and areas in the world which could 
be occupied and exploited by foreign powers. 

Now, I am beginning to believe that today this cold war between 
the free world and international communism is an effort on the part 
of both parties to win the hearts and minds of the millions of people 
in the underdeveloped areas of the world: Asia, the Middle East, and 
Africa. 

Now, do you care to comment on my thinking? 

Secretary Duuues. I think whatever the facts may have been in 
1914 and 1939——— 

Mr. Saunp. I am more concerned about the present. 

Secretary Duties. It is demonstrable that the so-called colonial 
powers have abandoned or are in the process of abandoning a colonial 
policy and there never in history has been anything comparable to the 
rapid grant, freely, of independence to nations such as occurred from 
the West during this past few years, since 1943, when you have 21 
nations who have gained their independence, over 700 million people, 
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and where you have got in Africa, 8 or 10 more nations that are on the 
threshold of independence. 

I don’t compare that at all with the attitude of the Soviet Union, 
which is to deny and deprive these countries and peoples of political 
independence. 

The theory of the Communists that has been long expounded by 
Lenin and by Stalin is to take advantage of the presumed ill will of 
what they call the colonial and dependent peoples toward the West, 
to break the ties there, to create then atari ence upon the Soviet 
Union, and to use that as the opportunity to amalgamate these peoples 
into the Sino-Soviet bloc. That has been fully expounded by Soviet 
doctrine for a long time. 

Now, I think that you try to maintain the genuine independence of 
these people, which is quite a different thing and not to be put in the 
same category as the efforts of internation a communism, which is to 
deny them independence. 

Mr. Saunp. What I meant to imply was this, Mr. Secretary: The 
colonial peoples are free now and they are groping to find a way of life 
where they can acquire a better life and increase their standard 
of living and acquire things which they would like to have. 

There are two philosophies: International communism and de- 
mocracy. There is a question in the minds of those people, perhaps, 
as to which will accomplish their objectives better and faster, and the 
two ee are struggling now to win the hearts and minds of those 

eople 
‘ Now, I would like to ask this question: I made a trip through the 
countries of the Far East, India, Pakistan, and two countries of the 
Middle East. 

Has there been any change in emphasis on the part of the Depart- 
ment of State to direct its efforts to help those people; that is, to put 
more emphasis on a better public relations job, so far as the objectives 
of the democratic way of life are concerned, and also to improve the 
economic conditions of those people, as against the military alliances 
and pacts that we have in that part of the world? 

Secretary Dutixs. Yes, I think there is growing emphasis and grow- 
ingisecagestion of the importance of that. 

fr. Saunp. That is all, Mr. Chairman. 

Chairman Moraan. Mr. Diggs—— 

Mr. Dieaes. Thank you, Mr. Chairman. 

Mr. Secretary, I have two questions: Last year there was a report 
from a committee composed of Mr. Brooks Hays and Mr. Coffin, which 
indicated a serious deterioration in our relations with Canada. 

We in the Detroit area were quite concerned about that and we 
wondered whether you classify it as surface friction or something 
more fundamental, and whether or not there has been an improvement 
in this situation since that report was submitted? 

Secretary Duties. I think there has been improvement. There 
has been a very strong effort made at improvement. We have an 
increasing number of joint committees at tne Cabinet level which are 
working on matters of common concern, to try and iron out the dif- 
ferences that exist, and I have observed myself, I think, a very con- 
siderable improvement in conditions over the past year. I would say 
within a year, yes, a very considerable improvement in conditions. 

We have now a Cabinet committee which met in Paris last Decem- 
ber, of the Secretary of Defense and Treasury, which deal with 
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common military matters together, and then we have this Cabinet 
committee which deals with economic problems. 

Ls there is the effort to establish contact at the congressional 
evel. 

I think the irritating points of difference relate primarily to things 
like lead and zine, oil, handling of agricultural surpluses, and the like. 

I think that there is a growing tendency on the part of the Canadians 
to play those down rather than to play them up, and the growing 
ability on the part of both of us by working together to minimize those 
problems. 

Mr. Diaes. My second question, Mr. Secretary: What offensive 
plan does the State Department have to firm up our relations between 
now and 1960 with these emerging African States, especially in con- 
sideration of the accelerated Communist activity in those areas? 

Secretary Duties. We now have, as I point out, here, a new 
Assistant Secretary of State for African Affairs, who concerns him- 
self with those problems particularly and we are training and equip- 
ping officers and people to go there. 

I think you will find if you talk to our Assistant Secretary of State 
for African Affairs, that we have a very comprehensive program for 
dealing with that situation. I don’t say it is adequate. 

The activities of the Communists in Africa are very intense and 
pretty effective. They spend a good deal of money there, the propa- 
ganda is very effective, and I don’t feel satisfied with the result of 
what we are doing. 

We don’t get as much money as we would like for these purposes, 
and one of our troubles is that our funds for this purpose are very 
largely cut down, very largely cut down, more cut down in the House 
than they are in the Senate. 

If you can do anything about that, we would appreciate it. 

Mr. Diaas. No other questions, Mr. Chairman. Thank you. 

Chairman MorcGan. Mr. Beckworth. 

Mr. Beckwortnu. Thank you, Mr. Chairman. 

Mr. Secretary, I am sure the veteran members of this committee 
would know the answer immediately to what I shall ask, but what 
would be the immediate and far-reaching effect if Russia actually got 
what she wants in Berlin? 

You said it would be a great victory for them. I would like you to 
detail it just a little more. 

Secretary Duties. It would wipe out the most effective exhibit of 
freedom that there is. 

Now we talked earlier about getting across to the Communist world 
the advantages of a system of freedom. Berlin, here, is a spot within 
the Soviet Communist world that everybody sees, and it is one of the 
most—I don’t know whether you have been there recently or not—it 
is one of the most exciting, dramatic exhibits of freedom that I think 
can be imagined. 

The impact of that is terrific. That is the reason they want to 
liquidate it. They just can’t stand the comparison. If they can 
liquidate that, they will have destroyed the most effective outpost of 
freedom that we have, and the most effective exhibit of what freedom 
can do and can accomplish. 

Furthermore, the impact on all of Western Germany, and indeed 
Western Europe, would be very bad, but the immediate impact would 
be the snuffing out of the dramatic outpost of freedom. 

36097—59——4 
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Chairman Morcan. Mr. McDowell. 

Mr. McDowe tt. Thank you, Mr. Chairman. 

Mr. Secretary, do you believe that the consistent policy of the 
present Russian Government to insist upon summit conferences is a 
part of their continuing policy to weaken the prestige of the United 
Nations and to achieve the end result that the United Nations cannot 
play a part in negotiations for stable peace in the world? 

Secretary Duties. I think that is a secondary purpose but not a 
primary purpose. 

Let me say first that there has been no recent insistence upon a 
summit meeting. I am told that while there was an allusion to it in 
the Khrushchev speech yesterday, there was no plea for a summit 
meeting. 

While Mr. Mikoyan was here, he did not once suggest that. I 
thought he might suggest that at the White House, talking to the 
President. He did not bring up the question of a summit meeting 
at all. 

Ever since they broke off last June, the negotiations and discussions 
we were having about a summit meeting—because they saw they 
could not control the agenda and force us to be silent on certain 
matters—they seemed to have lost interest very largely in a summit 
meeting. 

It is also quite true, of course, that they don’t like the United 
Nations. They have a veto in the Security Council and are trying 
to get it desperately in the General Assembly through invoking what 
they call the parity principle. 

That means that they will not work on any committee of the 
General Assembly unless they have enough votes so that they can 
control or veto any actions taken. 

They took that position on the Disarmament Commission that was 
established, and they are taking it now with respect to the proposed 
Space Committee, and things of that sort. 

So they tend to play down the United Nations and will continue 
to do so unless and until they get into a position where they think they 
can run it. Then they will bay it up. 

Chairman Morean. Mr. asehy —— 

Mr. Murpny. Thank you, Mr. Chairman. 

Mr. Secretary, may I ask you this: You stated that the Govern- 
ment of Russia has promised the Russian people more consumer goods 
and more leisure time. 

Have they promised them any relief from taxation? 

Secretary Duties. I am not aware of that. Of course, under a 
monolithic structure such as they have there, the taxation system is 
not comparable at all to what we have in this country, and the Gov- 
ernment gets its revenues from selling goods to the people at a certain 
price. 

It is more, you might say, the equivalent of a sales tax, rather than 
as a taxation on income, and things of that sort. 

[Security deletion.] 

Chairman Moraan. Mr. Meyer—— 

Mr. Meyer. Thank you, Mr. Chairman. 

Mr. Secretary, I would like to comment a little on one thing that 
you mentioned and then ask a question. 

You spoke about our bipartisan foreign policy, and, of course, I 
myself, and also I believe almost every person in Congress, do not 
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think in terms of being Democratic or Republican, and I hope that 
most of the people of the country, and in the organizations in the 
country will feel the same way. 

However, I do think that if we are going to speak in those terms, 
we should also wonder about the policies of the administration and 
the policies of the Department of State, and if they are bipartisan in 
the same way in reflecting the wishes of the American people. 

I, for one, do not believe they are, and I wonder if you would 
perhaps answer my question in that respect and say if you believe 
that the policies will change to more positive lines and to what I 
consider are the wishes of a large number of the American people. 

Secretary Dutuus. Well, I believe that our policies do conform to 
the wishes of the overwhelming number of American people, irrespec- 
tive of party, so that in that respect I don’t feel any occasion for 
change. 

Mr. Merynr. I just happen to disagree with you, and in that respect 
I will have to follow my own conscience. 

Mr. Hays. Would the gentleman yield? 

Mr. Meyer. Yes. 

Mr. Hays. Mr. Chairman, I am interested in the gentleman’s 
questions, because I share his views to some extent. 

How much consultation do you ever get from the people in the 
majority in Congress about the formulation of policy? 

You generally bring your proposed legislation up here and lay it 
down, and we are supposed to go along and be bipartisan about it. 

Isn’t that about the way it operates? 

Secretary Duties. No; I do not think that is the way it operates. 
We pay a great deal of attention to what is said in Congress, both at 
meetings like this and in debate. We read the Congressional Record. 
We have meetings on a bipartisan basis at the White House with the 
congressional leaders. I meet often with individual Members of 
Congress and small groups. We keep in close touch with this com- 
mittee and with the Foreign Relations Committee. We read the 
newspapers and the editorials, and I think we have a pretty good idea 
as to the thinking of the country. 

I do think this: I think the job of a government is a little bit more 
than just trying to find out what the people want and then trying to 
do it. I believe the Government has a responsibility to give a certain 
leadership and to point the way. 

I think that we are exercising that constitutional responsibility, 
and I believe that we are doing it in a way which commends itself to 
the great bulk of the American people. 

Mr. Hays. I would agree with you that the Government has a 
responsibility to lead, and that is not what I was getting at, but the 
majority party in the Congress are a part of the Government. 

You might be interested to know that one of the leaders on the 
Democratic side told me he had never been asked anything at any of 
these conferences at the White House, he had only been told. 

And I might say as chairman of the Subcommittee on State Depart- 
ment Personnel, that up until today—TI understand Mr. Herter will be 
up tomorrow—that nobody has ever discussed from your Department 
a bill with me that is coming in front of my subcommittee, dealing with 
State Department legislation. 
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You usually send a bill up here, you get some minority Member 
or some member of my party who might be in mas yal with it to 
introduce it, and the first thing I know about it, the bill comes before 
the committee. 

Now, I don’t care, I operate under the circumstances, however I 
feel, but it seems to me if you are really interested in bipartisanship 
you might consult with the chairman of the subcommittee who 1s 
going to handle this legislation as to whether or not he is in favor of it, 
whether or not he would introduce it. That never happens. 

Secretary Duties. I am not familiar with this particular matter. 
I gather—Mr. Herter will be up here to discuss it? 

Mr. Hays. Tomorrow, yes, and that is the first time—it is a good 
indication. 

Mrs. Botton. Will the gentleman yield? 

Chairman Morcan. Will you yield to Mrs. Bolton, Mr. Meyer? 

Mr. Meyer. Surely. 

Mr. Bouton. I won’t be but a minute, but my mind goes back to 
the day when we had another Secretary of State up here. We had 
been asking a lot of questions about the point of view of the Execu- 
tive, and the atmosphere became pretty tense. Finally the Secretary 
sat very straight and very stiff and used the voice of an old-fashioned 
sergeant as he told us that we had nothing whatever to do with the 
foreign policy of the United States, that was the responsibility of the 
President, and if we got any information from him it was solely 
because of his courtesy. 

Now, that of course has been greatly changed. 

Mr. Hays. Will the gentleman yield further? 

Mr. Meyer. Yes. 

Mr. Hays. I might just say if any Secretary of State said that to 
me, I know how I weasel operate, because the Congress has the power 
of the purse, and I don’t think they can get away with that. 

Chairman Moraan. The time of the gentleman from Vermont has 
expired. 

Mr. Gallagher. 

Mr. GALLAGHER. Thank you, Mr. Chairman. 

Mr. Secretary, we seem to gather from Mr. Mikoyan’s visit here 
that the thing which sustains him is his faith in his system. 

We seem to place a great deal of reliance on the economic evolu- 
tion that is going on in Russia today. If it is successful, would not 
their faith be even greater, and would they not even be a greater 
problem to us in the future? 

Secretary Duuuxs. It all depends on what they do with their 
power. There is no way in the world that I know of—unless one wants 
to engage in what is sometimes called a preventive war, which I am 
sure none of you want to do, and we do not want to do nor intend to 
do—there is no way in the world you can prevent, in my opinion the 
Soviet Union becoming a nation of increasing economic and military 
power. 

The problem is, what are they going to do with that power? If that 
power is designed primarily to defend the Soviet Union, promote the 
welfare of the wer of Russia, we don’t have any quarrel with them. 

If that power is going to be used to promote the worldwide ambitions 
of worldwide communism and try to dominate the whole world and 
make the world conform to a Communist-dictated scheme of things, 
then it is very dangerous indeed. 
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I hope and believe that matters are pep | in a direction so, as [ 
say, if we can keep the peace, if we can hold the situation for the next 
few years, there will be an evolution toward using this power in ways 
that are more compatible with the interests of the United States and 
with the constitutional objective of preserving ourselves and our 
posterity under liberty. 

However, there is no way we can stop the Soviet Union from 
developing. It started along that way, it has a big impetus and | 
don’t think we can stop it. 

Mr. GALLAGHER. I certainly agree that we must hope that it will 
be for peaceful means. However, I think we must believe that often 
their goal is as laid down in the principles of Marxism. If that is so, 
sometimes we are criticized perhaps for reacting rather than acting. 

I note in your statement ane today that our policy is responsive 
to the needs of new conditions. The new conditions are generally 
created by Russia. I wonder what, if anything, we are doing to 
create new conditions that would make them responsive to us. 

Secretary Duties. Well, I wouldn’t say the new conditions are 
created by Russia. Russia didn’t create atomic energy, we did. 

The various things that I described here of what we are doing, 
Russia didn’t create. Russia didn’t create this new condition of a 

owing political freedom throughout the world. The nations of the 
Vest did that. The Western nations have done almost everything 
that is creating a change. 

The Soviet Union represents the most reactionary regime there is in 
the world. It wants to grab more, yes, but there is nothing very 
constructive about that. 

Mr. GALLAGHER. That is not what I am talking about, not that the 
ultimate goals of freedom are not laid down by us, but they seem to be 
able to create new crises. 

Secretary Duties. They can create crises; yes. We could create 
a crisis, too, if we wanted to accentuate the crisis atmosphere. 

[Security deletion.] 

Secretary Dutuzs. It is our policy to seek a peaceful evolution, 
rather than violent revolution. Tieton some people—I know there 
are some people who feel that that is an unsound policy, that we 
should be more violent in our initiatives and we should seek results 
through revolutionary processes, rather than evolutionary processes. 

We might be commended, perhaps, for more initiative if we were 
more revolutionary, as the Russians are. But we believe that that 
path, if you get two regimes as powerful as the Soviet Union and 
ourselves, each trying to win its way through violent revolutionary 
processes, then I think a world war is almost inevitable. 

I believe that the peaceful processes of evolution are better to rely 
upon, and while they may be less spectacular they will in the end, 
I think, be more apt to produce a desired result. 

Mr. Farsstern. Will the gentleman yield? 

Mr. GaLuLaGuer. Yes. 

Mr. Farsste1n. There is only one point in that connection, Mr. 
Secretary. We depend upon the exchanges of students, et cetera, 
to make things difficult for the Soviet Union, making necessary the 
promise by Khrushchev in this morning’s speech or yesterday’s 
speech of what is going to be done for the people. 
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But it was the initiative of the Russians in starting that—in inviting 
the young peoples of the world to Russia that caused this ferment. 
If they hadn’t done that, perhaps you wouldn’t have as much ferment 
as you have now, and you wouldn’t have the boomeranging of the 
youth convention. The Soviets thought the invitation was for the 
benefit of Russia. They thought when the ’y invited them, these 
young people would naturally Jean toward communism, and hence 
they would realize the tremendous benefits to be afforded by Russia. 

0 a certain degree, it seems to me that the initiative is taken by 
the Soviets. They do the inviting. wtb eg comes forward from 
them. Fortunately, here, it boomeranged, as I said before. 

Why can’t we do something of that nature? I can’t think of, at 
the moment, what there is we “should be doing, but appropos of what 
the ge ‘ntleman just said, that seems to strike me right between the eyes. 

Secretary Dues. Well, we just talked a little bit about West 
Berlin. West Berlin is the most dramatic exhibit of freedom, right in 
the Soviet world. That didn’t happen by accident. What has been 
done in West Berlin is a result of planning, thinking, effort, money— 
we have been putting money into it every year. 

That is nothing the Russians did. West Berlin—we did it. 

Mr. Curtis. Is not another example of new conditions created 
through our initiative and not through Russian initiative to be seen 
in our program of technical and economic assistance, which was copied 
by the Russians after we had made a good start on it? 

Secretary Duties. This whole business of economic assistance, 
technical aid, and so forth is the Soviet imitation of what we have 
been doing. It goes back to what President Truman called the 
point 4 program. 

Mr. Curtis. One other point, Mr. Chairman, referring to what the 
gentleman from Vermont said, Mr. Meyer, about bipartisanship, the 
most controversial program in our foreign policy that I have con- 
fronted is foreign aid, or mutual security. Isn’t it a fact, sir, that by 
and large our policies there are a continuation of the Democratic 
policies which were initiated and got going previously? 

Secretary Duties. Yes, and they got started under bipartisan 
auspices at that time too. 

I think the policies, roughly speaking, since 1947 or thereabouts, 
have been bipartisan. They have had strong support. I know as 
far as I am personally concerned, when there was a Democratic admin- 
istration in Congress I worked almost continuously from 1945 to 1953 
in support of the policies of the Democratic administration, and I 
helped make them indeed, and so did Senator Vandenberg and others. 

I think they are a bipartisan product. 

Mr. Curtis. And those policies have been continued under your 
administration. 

Secretary Duties. Continued and I think developed. 

Chairman Morcan. Mr. Bowles. 

Mr. Bowes. Mr. Chairman and Mr. Secretary, I would like to 
say I am keenly aware of the complexities of your job, and I have 
often marvelled at your fortitude and the patience you have shown in 
a very difficult situation. 

I don’t think that any one of us, regardless of party, questions the 
urgent need to take extremely firm military positions in various parts 
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of the world, particularly where we are under fire, notably Quemoy, 
Berlin, and other situations. 

What disturbs some of us is the feeling that firmness has become an 
objective in itself and not a means to an end. By simply being firm 
we seem to feel we can solve problems which are vast and complex. 

Some questions today have hinted at this concern. Some more 
bluntly than others. 

Certainly in Berlin we must stand firm. To be pushed out of Berlin 
would be disastrous. I believe we should use whatever force is re- 
quired to maintain our position there. 

But our stated military position is that Germany should be armed— 
presumably eventually with nuclear weapons—as a major military 
force in the heart of Europe. 

At the same time, we take the position in our “liberation” promises 
that we would like to see the Soviet Army withdrawn from Europe 
back to its own borders. Indeed the only reason our troops are in 
Europe at all is because the Soviet is in the center of Europe. It 
seems to me that these two objectives clash head on. 

If I were a Soviet dictator, [ would not withdraw Soviet troops from 
East Germany, Poland, Hungary, and Czechoslovakia in the face of a 
well-armed, nuclear-equipped Germany, in the middle of Europe. 

I do not say here that we should not arm Germany. That is a 
big subject. But doesn’t this objective contradict the promises we 
have offered of a free Poland, a free Hungary, and eventually a free 
Eastern Europe? 

Secretary Duties. I don’t think there is anybody who suggests 
there should be a reunified Germany, highly armed, and then the 
Soviet Union just withdraw. 

I have said repeatedly that I don’t think that is a realistic thing to 
do. Actually the proposal that we made in 1955 at the foreign 
ministers’ meeting which followed the summit meeting went very far 
to make clear that if there was a reunification of Germany we would 
expect that to take place under conditions which would not carry any 
increased military threat from Germany to the Soviet Union. 

[Security deletion.] 

Secretary Duties. The essential thing is that Germany should be 
reunified. I think there is a great danger to the peace and to the 
world if Germany is sought to be continuously divided. On the other 
hand, I think the reunification of Germany should take place under 
conditions which will result in increased security for all of Europe and 
the world. 

There is a very large degree of flexibility in our thinking as to how 
that should be accomplished and we have made that very clear. 

Mr. Bow tes. A similar question applies to Quemoy. It would 
have been unwise to be forced out under fire last summer. But many 
of us seriously questioned for a long time the wisdom of our being 
there in the first place. 

What are you doing and what can you do, now that the situation is 
a little quieter, to liquidate what many of us feel is an unrealistic and 
dangerous situation out of which a major war can start that would 
gain us nothing which might well bring in the Soviet Union, and which 
we would fight with no allies or friends outside of Chiang Kai-shek and 
Syngman Rhee? 
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Secretary Duties. There is no way that I am aware of, Mr. 
Bowles, for the liquidating of the position at Quemoy and Matsu 
without at the same time liquidating the entire free world position in 
the Far East, and that would be a pretty expensive price to pay. 

{Security deletion.] 

Secretary Duties. Now, whenever the Chinese Communists say we 
should be expelled from the Western Pacific, it is perfectly easy to see 
the chain of events which they have in mind. 

The first thing would be that we would threaten Chiang Kai-shek to 
cut off all military and economic assistance to him unless he gets out 
of Quemoy and Matsu. If we do that, we alienate and antagonize 
the authorities on Formosa that instead of being friends and allies as 
they now are, they become violently anti-American, and Formosa 
becomes an advance post of Communist China against us. 

When that happens, there is immediately a grave threat to the 
position in the Philippines. The Philippines feel that if that happens 
their position, together with and coupled with the large Chinese 
population that exists in the Philippines, would be gravely endangered 
if Formosa falls. 

[Security deletion.] 

Secretary Duties. Now, it is perfectly easy to sit and look at a 
map and say, ‘“‘It would be a lot better if there wasn’t any Quemoy 
and Matsu,”’ but when you get down to the practical question of 
evicting our friends from it under conditions which will not set in 
motion a whole chain of disastrous circumstances, that I have not 
found a way to do. 

Mr. Bowtes. I don’t think anybody suggests we should evict 
Chiang Kai-shek. But I do think it is fair to suggest that he should 
not be allowed to set our policy for east Asia. 

None of us would disagree with you for a moment about the effect 
of Formosa’s fall on the Philippines and our position in east Asia. 
We can never let Formosa fall into Communist hands. 

Yet the administration itself has said it doesn’t like our position on 
Quemoy. I refer to Mr. Herter’s statement and others. 

Chiang, however, says we can’t liquidate this admittedly impossible 
situation. This seems to me dangerous and weak. 

Secretary Duuues. [Security deletion.] From a military stand- 
point the position in Berlin is even more dangerous and more hazardous 
than the situation in Quemoy and Matsu. You have a practical 
situation where, if you try to give them up, and if we tried to force, 
for instance, the abandonment of West Berlin to domination by East 
Berlin, it would set up a series of disasters which would probably 
certainly wreck NATO and the whole Western position in Europe. 

It is a comparable position out there. Obviously Quemoy and 
Matsu are not readily defensible areas. But they are part of what 
has been held by the Nationalist Chinese from the beginning, and I 
do not see how we can insist that the reunification of China should be 
accomplished by turning over to the Chinese Communists territory 
which has always been held, is held, by the Chinese Nationalists who 
are our friends. 

Now, they did get out of the Tachens; they realized that was a wise 
and expedient thing to do. If they felt the same way toward Quemoy 
and Matsu that would be fine, but they don’t feel that way and there 
is no way in the world that I know of to get them to feel that way. 
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I did go out, as you probably recall, to Taiwan last October and 
we discussed the situation and the Generalissimo and his government 
made a very statesmanlike far-reaching declaration whereby in effect 
as far as they were concerned they would not rely upon force as a 
means of reuniting China and gaining freedom for the mainland, but 
will ry upon the force of principle and example, upon Sun Yat-sen’s 
principles and the like. We took that to the Chinese Communists 
and said, ‘‘Are you willing to make an applicable counterdeclaration? 
If so, we believe the situation in that part of the world can be 
stabilized.” 

They rejected that with contempt. They say, ‘No, we are going 
to reunify China, do it by force and include Taiwan in it.” 

They won’t even talk about settling on the basis of Quemoy and 
Matsu. Any such suggestion they reject with contempt. They say, 
“We are not really interested in Quemoy and Matsu; we must have 
Formosa.” 

Mr. Bow zs. I would like to say I think the two situations are 
alike in that we should not be forced out of either one at the point 
ofagun. Moreover our position in regard to Berlin is solid in every 
respect and we should maintain it, at least until the whole German 
situation can be settled. 

But I question strongly whether Quemoy in other ways is similar 
to Berlin. That is a big subject and I would be going beyond my 
time if I pursued it. 

Chairman Morean. The Chair wants to state that this is an execu- 
tive session. 

Last week, there was some criticism in the press of the secrecy of 
the hearings over on the other side of the Capitol. We have made 
arrangements that after the Secretary edits his testimony to eliminate 
~—ore involving the national security, we will release it to the press. 

e have assurance here from the Assistant Secretary for Congres- 
sional Relations that that deletion will be made promptly. We ask 
the members of the committee to remember this is an executive session, 
— until this record has been processed, nothing should be made 

ublic. 
: Mr. Fountain. Mr. Chairman, before he leaves, may I ask the 
Secretary just one question on a lighter subject. 

Mr. Secretary, can you enlighten us beyond what we have been 
reading in the newspapers about the present situation in Cuba and 
tell us if there have been any official contacts between our Govern- 
ment and the new regime in Cuba? 

Secretary Duties. We hope to have good relations with the new 
government. As you know, we are designating a new ambassador to 
go there. Not but what Ambassador Smith had done an excellent 
job, but in a revolution as violent as this, it is useful to make a fresh 
start from the standpoint of diplomatic relations. 

We have done that in a number of comparable cases in the world; 
notably the case of Iraq. The Cuban Government is still in the same 
process of formation. You have various people who are holding 
offices. The President, the Foreign Minister, the Prime Minister, 
- so forth. But much of the actual power is still being exerted by 

astro. 

I don’t think the thing is shaken down yet, but we hope very much 
that it will be a government which will be responsive to the aspirations 
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of the Cuban people for a government to give more freedom and 
stability than was the case heretofore. 

I think it is difficult to prophesy on the future because, as I say, it 
is untested. 

[Security deletion]. 

Mr. Fountain. Did I or did I not read in the newspaper a statement 
by you to the effect that we had already been requested to withdraw 
military forces from Cuba? 

Secretary Duties. Yes. 

Mr. Fountain. We have been requested? 

Secretary Duties. Our mission. I don’t know that it went quite 
as far as that. We got information that they thought they send get 
along without it, so we decided to withdraw it. 

Mr. Founrarn. Thank you. 

Chairman Morgan. This afternoon we have the Secretary of De- 
fense, Mr. McElroy, and General Twining. 

If there are no further questions, the committee stands adjourned 
until 2:30. 

(Whereupon, at 12:45 p.m., the committee adjourned.) 
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THURSDAY, JANUARY 29, 1959 


CoMMITTEE ON ForREIGN AFFAIRS, 
Hovust or REPRESENTATIVES, 
Washington, D.C. 

The committee met in executive session at 10:45 a.m., in room G-3, 
U.S. Capitol, Hon. Thomas E. Morgan (chairman), presiding. 

Chairman Morcan. The committee will come to order. 

We will have a continuation of our briefing sessions. Today we 
have with us the Honorable C. Douglas Dillon, Under Secretary of 
State for Economic Affairs. 

Mr. Dillon, please go right ahead. 


STATEMENT OF HON. C. DOUGLAS DILLON, UNDER SECRETARY 
FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE 


Mr. Ditton. Mr. Chairman and members of the committee, I have 
been asked to come up and brief the committee on problems of interest 
in my field, foreign economic policy. 

In the past, as you know, foreign economic policy was basically 
concerned only with strengthening of the U.S. economy and preserving 
our trading rights abroad preserving our investments, preserving 
opportunities for the United States and their trade relations with the 
rest of the world. 

Since the war, since the development of the Soviet Union and the 
total challenge our way of life is facing, our responsibilities are greatly 
broadened and include efforts of all kinds to strengthen both individual 
nations in the free world to maintain their freedom and also to 
strengthen the cohesion of the whole free world. 

It is often thought that the mutual security program is the only 
thing we use for this. That is not true at all although it is a very 
important item. Our trade relations based on the Reciprocal Trade 
Agreements Act, which was successfully renewed last year, are vitally 
important in that connection. Efforts through many of the inter- 
national institutions that help in both trade and development are 
also very important. 

Last vear marked a turning point, if you will, in Europe. The 
European economies have been strengthening over the years since 
the war. By the end of last year when they announced their con- 
vertibility move, they, really reached quite a new level. That is of 
great importance to us in many ways. It means that their currencies 
are more useful in the world generally. Their contributions in their 
own currencies to such institutions as the International Monetary 
Fund and the World Bank are far more useful than they used to be 
in helping the development of other countries. This development 
was also accompanied by a recognition, probably because now they 
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were able to do something effective, a rather broad recognition of 
their obligation and of their interest in contributing to economic 
stability and development in the less developed areas of the world. 

For the first time the Western German Government accepted as 
an integral part of their policy the need to join in this effort and they 
began by making really substantial credits available to India, to 
Turkey, and to Greece. They have underway projects to continue 
this activity in the coming years. 

The British made considerably larger credits available, particu- 
larly in the case of India, where they joined in the last World Bank 
credit this past August to provide funds for the Indian 5-year plan. 

The British contribution was considerably larger than our own at 
that time. 

The Canadians have also joined in this effort by announcing that 
they would increase their contributions to the Colombo plan grant 
aid for the Commonwealth countries to a 50 percent higher level than 
in the past. All this is very helpful practically. It also gives us a 

eat ‘deal of encouragement to know that we have this source of 

1elp in the effort to help the less developed areas progress. It also 
is an indication that some other hardheaded people, countries, have 
concluded that this is the proper policy. 

I should not fail to mention the fact either that the Italians are 
beginning to get active in this area now, in the Middle East. 

| thought that it might interest you if I commented briefly on 
what the other side has been doing during the past year. 

You will remember the discussions we had a year ago about the 
overall Sino-Soviet economic offensive. I thought it would be useful 
to bring this up to date. 

Last year they continued and expanded this effort and made it 
more aggressive. That is certainly the case in the trade field. The 
Soviet Union used trade to bring pressure on the Government in 
Finland [security deletion] and the whole bloc has been very vigorous 
in underdeveloped areas in seeking new opportunities. An East 
German trade delegation arrived in French Guinea within a week 
after the independence of Guinea and in the case of Lraq, within 5 
months after the revolution had taken place there last July they had 
either completed or were in the final stage of completing negotiations 
for trade agreements with not only the Soviet Union and Communist 
China, but also all of the satellite countries individually. 

So that shows the pressure that the Russians have kept on this 
trade field. 

Khrushchev’s statements, I think, were a little more aggressive too, 
and I think quite a significant one is his statement to Senator Hum- 
phrey that we were probably preparing for the wrong war, with our 
NATO preparations, although I am not so sure that makes much 
sense in light of the way they are acting in Berlin. But, nevertheless, 
that is what he said and that what we ought to look out for is the 
economic competition and warfare that the Soviets were going to use— 
that they were going to use such economic means in winning over the 
world to their system. 

[Security deletion.] 

Mr. Ditton. Mr. Mikoyan came over here and talked around the 
country about wanting to increase trade. When he came in to see me, 
he was very aggressive. To make a long story short, he said that we 
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were making trade impossible, that they wanted to trade with us 
peacefully and the only way that could be possible would be if we 
could get Congress to repeal the ban on most-favored-nation treatment 
for the Soviet Union, and if we would make available very large credits. 

He said it was just nonsense to talk about trade if we didn’t give 
the U.S.S.R. credits because obviously the Soviet Union was not in a 
position to balance its trade right away. So he said if we wanted 
trade and didn’t follow up with big credits we were obviously insincere. 

I pointed out that there were many ways that trade could increase 
and that it had been considerably larger in the past without these big 
credits. Mr. Mikoyan was not interested in that. 

When we brought up the question of lend-lease, he showed no 
interest in resuming any conversations on that subject and in fact for 
the first time for any Soviet representative said that as far as he was 
concerned he didn’t think the Soviet Union had any obligation to pay 
anything under lend-lease accounts. He said this despite the fact 
when the conversations were broken apart some 7 or 8 years ago, the 
Soviet had made an offer of $300 million. I didn’t press him to the 
point of saying whether this offer is withdrawn or not and the sub- 
ject was never raised again. However, he showed no interest and 
indicated they didn’t feel they owed anything. 

Now, as far as the Communist bloc aid program is concerned, I do 
certainly have here a couple of charts that may be of interest. 

(A chart entitled “Bloc Economic and Military Credits and Grants 
to Less-Developed Countries by Year’’ was shown as follows:) 
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Mr. Diiion. You will see last year there was a very much larger 
total. We don’t necessarily interpret that as a trend because the 
Soviet Union is not operating on annual appropriations, but just 
operates when they find a time to do a job and it goes up and down 
as you see very dramatically. 

t may be noteworthy that since this thing really got underway in 
1956, 1957, and 1958, if you average those out, they all average out 
somewhere close to the 1956 level, the 700 million level, and there is 
no indication that that will slow down in the next year or two. 

It is a fact that the largest amount was in 1958. 

Now, those figures are somewhat different from the figures that 
were made public in the past because these are net figures and they 
exclude the $300 million of credits to Yugoslavia that were canceled 
by the Soviet Union and other bloc countries when Yugoslavia refused 
to go along with their foreign policy of cold war with the West. 

Also we found out that some of the Soviet military, the bloc military 
credits that we had information on before were not entirely on a credit 
basis and that some 20 percent of them were downpayments, actually 
in cash at the time, so there is about $140 million that we thought were 
credits at that time that turned out not to be and have been deleted 
from the total. This net total comes to about $2.4 billion and is an 
aggregate figure so far ss we know. 

(A chart entitled “Bloc Economic and Military Credits and Grants 
to Less Developed Countries, January 1954—December 1958, in Millions 
of U.S. Dollars’ was shown as on p. 35.) 

Mr. Ditton. This shows the countries to which the credits have 
zone and how they are divided between economic and military credits. 

‘his shows 1954 to 1958 but, practically speaking, almost all of the 
credits were expended between 1955 and 1958. 

Two-thirds is economic and one-third military and the military is 
largely concentrated in the United Arab Republic, Indonesia, and 
Iraq. I think the Iraq program is rather interesting because this is 
all new since the Iraq revolution. In 6 months they moved in very 
rapidly and are already making very substantial deliveries against 
that $120 million figure of military aid for Iraq. 

The Yugoslav figure is greatly reduced. It represents credits 
already used up. 

(A chart entitled “Bloe Economic Aid to Less Developed Countries 
With U.S. Comparisons, Mid-1955, December 1958, in Millions of 
Dollars (U.S. Dollars)’’ was shown as on p. 36.) 

Mr. Ditton. The third chart is merely to show a general compari- 
son of what they have done with what a part of the free world effort 
has been in the same area. It is not meant to be an accurate total 
comparison because we have found that is almost impossible to do—to 
get a complete record of all free world assistance, including private 
investment, that has gone into these areas. 

The chart shows Communist bloc economic aid to each country 
where they have programs. It also shows a somewhat comparable 
figure for the United States, a figure which includes technical assist- 
ance, and other mutual security aid, our Public Law 480 deals, and 
Export-Import Bank loans. 
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The chart shows the large amount of bloc aid to the United Arab 
Republic. It shows a large amount compared to the United States 
in Afghanistan. The figures are larger than ours in Indonesia also. 

In India our economic assistance is very substantially greater than 
bloc credits, primarily because of a very large Public Law 480 trans- 
action. However, there are also other development credits started 
last year which are very large. 

In addition to the size of bloc grants and credits, it is significant 
that they are also moving rapidly. The last year saw an even more 
rapid movement in the technical assistance field. 

(A chart was shown, entitled “Bloc Economic Technicians in Less 
Developed Countries, July 1-December 31, 1958, as on p. 38.) 

Mr. Ditton. This chart shows Communist bloc economic tech- 
nicians sent to free world nations last year. It shows they have 2,800 
economic technicians in some 17 countries. There also were 1,200 
military. 

These 2,800 economic technicians compare with some 4,600 Ameri- 
can technicians in the whole area of Africa and Asia. That might be a 
comparable area. 

If you just pick the countries listed on this chart where there are 
some Soviet technicians, the Soviets outnumber us about 2,800 to 
2,300. However, that is not necessarily a fair comparison, so on the 
broad scale of the area we are still considerably ahead of them. 

There is another factor that particularly interested me: It is that 
the total of 2,800 today compares with 1,600 a year ago. That is an 
increase of 1,200 additional technicians in 1 year, representing a 75- 
percent increase. The increase in our effort—and we made great 
efforts to increase our technical assistance program-—was a worldwide 
total of 600 individuals. So they increased twice as fast as we did. 

They have obviously an advantage on us in this field which they 
will always have, which is that they can draft and do draft their 
technicians and can order them to go where they want at a moment’s 
notice, and do so. 

Their technicians are capable and do a good job generally. They 
don’t mix politics with it much. But there has been a legend—I 
think that is advisably the right word for it—that all the Soviet 
technicians speak the ae: language and mix with the local people 
like brothers. However, the facts we have been able to gather show 
this is not the case at all. The great majority do not speak the local 
language. 

hat is not true of certain medical technicians and others who have 
been trained to stay in a country for a long time, but their industrial 
technicians ricthoar are not different from ours. They go in and do 
a job and stay more or less by themselves, and when they are finished 
they leave. 

That doesn’t mean to say they are not competent, but they are no 
more competent and don’t do any better job than our technicians. 
In fact, generally speaking, I think on the average their job is probably 
not quite as competent as the job done by U.S. technicians. 

It is perfectly clear that this technical assistance field is an important 
and growing area of competition. 

So much for the Soviet offensive. 
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I think it is very clear, yet I want to make it expressly clear that 
we feel this problem of assisting the underdeveloped countries to 
maintain and improve their standard of living in the face of the tre- 
mendous population explosion that is underway in many of them, 
is a vital necessity and something we have to do in our own interest, 
regardless of what the Soviets do. 

‘he difference between the standards of living of their own nations 
and the industrialized nations is now well known to these people. 
They know through radio and pictures that other people in the world 
live differently. They know these differences are not necessary. That 
creates tremendous tensions and tremendous drive for improvement, 
and if we show no interest and don’t help, it would lead to very bad 
feeling. 

Conversely, where we have shown an interest in helping, as in India 
in the last couple of years, I think we can report that the feeling 
toward the United States Government is considerably improved over 
what it was 2 or 3 years ago. 

The fact that the Soviets are there and present an alternative and 
argue a case very strongly that their system will achieve the best 
results and achieve them quicker, means that we have a real threat 
and that we have to work even harder. 

Now, what are we trying to do about that in the coming year? 
The answer is a great many things on a very broad scale, of which the 
mutual security program is only one. 

The Reciprocal Trade Agreements Act was extended last year. 
This vear we expect to begin the preparations for the actual negotia- 
tions that will take place presumably in 1960, or 1961, before the 
4-year extension is over. 

One of the primary things we will do at that time, as well as trying 
to help in expanding our own trade, will be to make an effort to see 
that the Common Market in Europe does not impose excessive duties 
on the raw material products of Latin America and some of the Asiatic 
countries which will give unduly large preferences to the French 
colonial overseas possessions in Africa. 

Undoubtedly they will give preference to some extent, that is to be 
expected and it is part of the treaty establishing the Common Market, 
but it should not be allowed to go too far, and the Latin American 
countries are looking to us to help them in this effort. 

Keeping trade routes open is very important to these countries, as 
that is where the majority of the capital comes from for their economic 
expansion. 

In this connection, the prices of raw materials and commodities 
are important and we are working more actively than we have ever 
worked before to try and find ways to improve that situation, com- 
modity by commodity in the specific fields. At the moment, we are 
working specifically on coffee, on lead, and zine. 

The best thing that we can see to do is to stimulate study groups 
which all countries, both producers and consumers will take part in, 
which will show what the real supply and demand picture is on a 
worldwide basis, and then give the exporting countries the necessary 
information so that they can then be encouraged to try to bring their 
supply somewhat into line with possible demand. Because in these 
things, demand can’t be greatly increased by lowering prices. 
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This is true even of coffee. If you reduce the price, you can increase 
the consumption of coffee somewhat, but people can drink only so 
many cups of coffee and that’s that. 

The International Monetary Fund has been very important in the 
past year and its influence is growing in stabilizing financial affairs 
and fiscal stability around the world. 

The underdeveloped countries are beginning to accept advice from 
the IMF more and more. We had a notable example in Turkey last 
summer when the Turks devalued their currency and changed their 
whole fiscal policy in the direction that we think can lead to sound 
economic growth as compared with the very unsound system they 
had before. A similar thing has just happened since the end of the 
year in Argentina. We felt we ought to strengthen the influence of 
the Monetary Fund. One way to do this is to increase the funds the 
IMF would have available should these countries desire funds because 
the Monetary Fund only makes finances available if borrowers have 
adopted a program which satisfies the IMF. 

We therefore suggested an expansion of the Monetary Fund. This 
suggestion has been generally accepted. There will be a 50-percent 
expansion and we hope that it will be approved for the United States 
by the Congress this year. 

We think this action is very important. There will be a 100-percent 
increase in the quotas in some of the smaller countries, which will make 
the Monetary Fund of greater use to them. 

In this connection, 25 percent of the contributions will be made in 
gold, so that 25 percent of the funds that will be put up by all countries 
will be in gold. ‘The rest will be made in the country’s own currency. 
Of course, ours under that will be made in dollars. 

The greater convertibility of currencies in Europe means that the 
contributions of the European countries in their own currencies will be 
of much more practical use in the Monetary Fund and will stand along 
with dollars as useful currencies to help in the less developed countries. 

This newly established external convertibility has also helped the 
United States directly. We have pressed under our economic policy 
for greater liberalization of imports for dollar goods. Last year we had 
— an advance in the case of the British, who had had freedom of 

ollar purchases for only 50 percent of their products. They moved 
that up to something like 75 percent of their imports and have said they 
plan to go considerably further this year. 

The French, who had been lagging behind for many years, as a result 
of their reform at the end of the year have now freed about 55 percent 
of their dollar imports from restrictions. They had been zero before, 
and the highest they had gotten in the postwar period was 13 or 14 
percent. 

There have been increases elsewhere also. Australia made a large 
change, as did New Zealand, and there have been smaller changes 
in different European countries. 

I think this movement will continue and that it is a definite plus to 
us in our trade and will lead to renewed strength in Europe. 

When it comes to development, we have a number of tools. 

The World Bank is the oldest and strongest. We have asked for 
an increase of 100 percent in its capital subscriptions. This will be 
in the form of an increase in member’s guaranties. No appropriations, 
no money will be spent. It will merely enable the World Bank to 
sell its bonds in the public market to a greater extent. 








BRIEFING ON CURRENT WORLD SITUATION 41 


The Bank was reaching the point where its guaranty provisions 
could soon become exhausted because the Bank’s obligations were 
increasing so rapidly. By 1958 the Bank was lending at a rate of 
some $700 million a year, as compared with only some $250 million 
annual average for earlier years. We hope that this increase in the 
U.S. guaranty will be approved in this session of the Congress and be 
effective by the end of the year. 

In addition, of course, we increased our Export-Import Bank capital 
last year. There should be no problem with the Export-Import Bank, 
for presumably, many years. 

I have already referred to the factor of increased economic assistance 
from other countries, which is very helpful and which we are trying 
to stimulate and are continually working on in this field. 

There is a special situation with Latin America. The Latin Ameri- 
cans, perhaps largely for psychological reasons, but also because they 
feel it is a way to get more capital for development, have wanted an 
Inter-American Bank or development institution for many years. 

They first talked about it more than 50 years ago. Pressures have 
been very heavy ever since the end of the war, and increasingly so, 
as they saw our aid programs in other parts of the world. 

Despite the fact that the bulk of the Export-Import loans, a dis- 
proportionate amount, is going to Latin America, they don’t feel 
that has been enough and they have wanted the creation of this bank. 

We agreed to do that in principle last summer, and we are working 
now with the Latin American governments on concrete proposals to 
that end. A committee is here in Washington and we would hope 
agreement would be reached on a charter at the end of these negotia- 
tions which would then be submitted to the Congress. 

One of the basic functions of the proposed Inter-American Bank, 
if and when it is created, will be to assist in and improve development 
planning in Latin America. Many of these countries have been 
unable to do this very well. They know they want to speed their 
development but they don’t know just how to do it. This is particu- 
larly true of some of the smaller ones. 

We felt this is a way the Latin Americans could get together along 
with help from us in a technical way, so that the help would be sounder 
and less wasteful. 

Our proposal for this Bank is that it will be both a hard-loan bank 
in the sense that it will make loans repayable in the currency in which 
they are loaned—probably dollars—and also, but to a smaller extent, 
it will make loans repayable in the currency of the borrower. 

The need for this latter capacity has been well documented. I will 
speak about it a little more when I get to the Development Loan Fund. 

Under our proposal the Latin Americans would put up a little more 
than half the funds—$450 million compared to $400 million from us— 
but that is subject to negotiation and we do not know what the final 
outcome will be. But it is a basic principle that they should put up a 
substantial amount—roughly, equivalent to ours. But a share of their 
contribution will be in their local currencies. It will not all be in 
dollars, although a substantial part of it will be in dollars. 

Since the organization and capitalization of this proposed Bank is 
actively under negotiation, we cannot be certain how it will come out. 
We do think that the establishment of this Bank will help in our 
relations with Latin America and will help in the long run in improv- 
ing Latin American development. 
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Finally, among the major tools of our economic foreign policy there 
is of course Public Law 480, and then the mutual security program. 

In the mutual security program, as I emphasized earlier, I think we 
have to push ahead with our technical assistance program. The pro- 
posed mutual security budget for fiscal year 1960 does contain a sub- 
stantial increase in that category—directed particularly toward in- 
creases in programs for Africa—as well as increases in Latin America. 

I should emphasize also the absolute necessity of our grant aid 
programs of defense support and special assistance in certain coun- 
tries. In most cases these programs are needed just to help the 
country maintain existing standards of living—on which it can build 
future progress with the help of outside capital from private investors, 
the IBRD, Export-Import Bank, and the Development Loan Fund. 

The other main item that I want to talk about today in the mutual 
security program is the Development Loan Fund. I have a chart 
here to show what has happened since we talked with you last year. 

(A chart was shown, entitled “Development Loan Fund Trends,” 
as on p. 43.) 

Mr. Ditton. You will remember that the Development Loan Fund 
was authorized by the Congress in 1957 and that thus far the DLF 
has received total working capital of $700 million. Of this, $300 
million was appropriated in 1957 and $400 million in 1958. 

We began to receive a few requests for loans before October 1957, 
but we weren’t organized and couldn’t do much before January 1958, 
so we have been running for about a year. 

In that time, as of January 20, 1959—we have updated this chart 
as much as we could, so you could see the latest information—we have 
received loan proposals for $2.8 billion. Of those, $602 million have 
been dropped because they were not considered appropriate or in 
many cases the Export-Import Bank or World Bank felt they were 
the types of things they would like to do. 

As you will remember, it is basic to the Development Loan Fund’s 
criteria in the legislation that we do not make loans when funds are 
available from other free world sources. 

We have made commitments—the chart says “Loan approvals and 
commitments’’—of $648 million. The great bulk of that, something 
over $600 million, represents commitments. Loan approvals which 
are not yet commitments represent the amounts that have been 
approved by the Loan Committee of the Development Loan Fund, 
and that are only awaiting final approval by the National Advisory 
Council, and the drawing up of a letter of notification and commit- 
ment for the government concerned. 

That generally takes about 2 or 3 weeks, so there always is a small 
number of loans in that status. 

By the end of this month, the entire funds available will be, to all 
intents and purposes, committed and approved. That will be by the 
end of this month. 

Loan agreements signed total $329 million. The difference between 
those two is that the letter of commitment which goes to the country 
says, “‘We will lend you so much for such and such a project, at such 
and such a rate of interest, repayable in so many installments, over 
so many years, at such and such a size.”’ 
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The loan agreement is far more complex. It is many pages thick 
and goes into such details as how you check up on the engineers who 
are going to do the construction, how you count the construction, 
how you check the construction, how you account for materials 
imported and so on and so forth. 

It is a big legal document and it takes 2 or 3 or 4 months, sometimes 
longer, an average, we will say, of 3 months after the loan commitment 
is made before an agreement is signed. 

This process is identical with that which has been tried and approved 
by the enedbineurt Bank. We pretty well adopted their procedure. 
As you know, the Chairman of the Bank is on our Board, and we work 
very closely together. 

he Export-Import Bank makes its commitments and publishes 
them as commitments, in the same way as the DLF, when the Bank’s 
board has acted. Similarly, a period of 2 or 3 or 4 months may follow 
before the Bank can get the actual loan agreement signed 

Last year, you will remember, we asked for an appropriation for the 
DLF of $625 million, that having been the amount authorized for last 
year in the 2-year authorization in the year previously. 

We were voted $400 million. The appropriations conference com- 
mittee added a little statement to that, in which they said that several 
members of the conference felt that funds for the mutual security 
program had been inadequate but particularly in the case of the De- 
velopment Loan Fund. 

They mentioned that specifically, and said that if the Administra- 
tion found that to be the case and came back, the Appropriations 
Committee would be prepared to listen to a request for a supplemental. 

So we are putting in a supplemental for $225 million, which is the 
amount remaining under that $625 million authorization. 

After the end of this month, and until we get this supplemental 
approved, we will be effectively out of business as far as any new 
commitments are possible, which is a very bad and unfortunate state 
of affairs. 

One reason the appropriation was lower last year, particularly 
the recommendation of the House Appropriations Committee, was 
because they questioned whether we could really use this amount of 
money on good projects in the period of time available. 

We had not too much experience when we were before them. We 
could have our opinion, but it was a matter of opinion and not of 
fact, and so they decided it in a conservative way and cut our appro- 
priation quite drastically. 

The result has shown that we have been able to process and approve 
loans, good loans, and at about the rate we expected, and it is note- 
worthy that for 1 year we have been active to the extent of about $700 
million. That is the fundamental reason behind the appropriation 
request for fiscal vear 1960, of $700 million. 

It is a request designed to allow the Development Loan Fund to 
continue its operations at the same rate which it has had during the 
calendar year 1958. 

That is, I think, about all I have to sav, except to indicate again, as 
I said earlier, that the mutual security program is only one element in 
a very large program of working with these less-developed countries 
and while it is vitally important it is not by any means the only thing 
we are doing in that area. 
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It is very important that we be granted adequate funds to carry it 
on for another year. If it falls, other things fall with it. 

Chairman Morgan. Thank you, Mr. Dillon. 

Mr. Dillon, you say that in the fiscal year 1960, you think the re- 
quest for the Development Loan Fund will be $700 million? 

Mr. Ditton. That is the request. I think that was indicated in 
the budget. 

Chairman Morean. According to your chart there, you still have 
$52 million not approved yet. It will all be committed by the end 
of this month? 

Mr. Ditton. I think pretty much by the end of this week, Mr. 
Chairman. We have another meeting tomorrow and we have enough 
proposals coming up from the staff that I think the greater bulk of 
that will be gone, then. 

Chairman MorGan. You have already submitted your supple- 
mental request for $225 million? 

Mr. Ditton. To the Bureau of the Budget, and it will be a part of 
the first supplemental request filed by the Bureau of the Budget, 
which I understand will go up either next Monday or at the end of 
this week. 

Chairman MoreGan. There will not be a separate supplemental 
request? 

Mr. Dion. It is included as a part of the first supplemental 
appropriation request. 

hairman Morean. Now, you say in the conference report of the 
Appropriations Subcommittee on Mutual Security, that there was a 
clause written by the conferees that they would look with favor on 
an administration request for further funds? 

Mr. Ditton. They didn’t say they would be in favor, because that 
would be a commitment, but they said they would be glad to consider 
a request. 

Chairman Morgan. On that basis, then, you are going to submit 
your request for $225 million? 

Mr. Ditton. Yes. 

Chairman Morgan. Your extra $225 million meets the full com- 
mitment of the authorization for $625 million. Will that carry you 
forward with your program of $2.2 billion that you have now under 
consideration? Will that keep you in business until your new appro- 
priation arrives? 

Mr. Dixon. It will keep us roughly in business. It depends on 
when we get the new appropriation, of course. This is one of the 
ee of annual appropriations for the Development Loan Fund. 

“ou come up at the end of the year and there is always a gap between 
when you get your new appropriations—when you may well run out 
of funds, as we are now. 

We will be out of business for a month or two before we get this new 
appropriation. Having it come in then, we will probably be able to 
move on it with greater rapidity than we ordinarily would, because 
during this 2 months we won’t be standing still, we will be processing 
applications and they will be ready for consideration. 

I would think the same thing would happen to that $225 million— 
that would be pretty well gone by the end of June. I think it would 
carry us there. 
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Undoubtedly, based on past history, we will not have our new 
funds by the end of June, so there will be another period when we will 
be out of business until we get them. 

Chairman Moraan. Mr. Dillon, are you optimistic that you are 
going to get the whole $225 million? 

Mr. Dition. Based on past experience with the Appropriations 
Committees, I think that we will get action from the House Appro- 
priations Committee; I would not be surprised if the Senate 
Appropriations Committee allowed the whole request, and then 
there will be a final decision in conference. 

Chairman Moracan. There has been some precedent for that 
procedure. 

Thank you, Mr. Dillon. 

Mrs. Bolton. 

Mrs. Botton. No questions at this time. 

Chairman Morgan. Mr. Burleson— 

Mr. Burueson. Thank you, Mr. Chairman. 

Mr. Secretary, I was interested in your reference to loans made by 
the Development Loan Fund as being good loans. In your opinion, 
are loans and the commitments made from the Development Loan 
Fund “good loans?’”’ You don’t mean they are bankable loans in the 
sense your banking business would consider them good loans? 

Mr. Ditton. You will recall the reason for the Development Loan 
Fund is that there are many sound projects in the experience of the 
World Bank and the Export-Import Bank, where they have found 
they cannot be fully financed on a hard loan basis repayable in dollars, 
in a relatively short period of time, because of the overall lack of 
financial capacity of some of these developing countries. 

So, there is this possibility that has been created through the 
Development Loan Fund of making loans repayable in currency of the 
borrowing country. 

Now when you make such a loan to a private business or organiza- 
tion in the country concerned, to him it is just as much a hard com- 
mitment as if it was payable in dollars. He has to pay money back 
in the currency of the country he livesin. But it does help the balance 
of payments of the country, the developing country concerned and, 
even in the case where it is loaned to governments, we thought it 
would be true and it has proven to be true, that they consider these 
loans real commitments. They have to repay them out of their own 
budget and they do pay more attention to the project and take care 
that they present reasonably good ones. And I think the rela- 
tionship in general for that sort of thing is far better if it is developed 
this way on a loan basis than otherwise. 

The projects are good in that they are the type and kind of projects 
that, if the country concerned did have more foreign exchange, would 
be made by any bank or by Export-Import Bank or the World Bank. 
They are good loans in that sense. 

Mr. Burveson. In other words, would it be a correct statement to 
say that, with the definitions and limitations as written into the law 
creating the Development Loan Fund, that in that category the loans 
are good loans? 

Mr. Ditton. That is correct, sir. 

Mr. Burteson. Now, Mr. Secretary, we have the Development 
Loan Fund, the Export-Import Bank, the World Bank, the Inter- 
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national Monetary Fund, and now we are talking about an Inter- 
American Bank, which I assume you favor? 

Mr. Ditton. Yes, sir, for the reasons I described, that it is par- 
ticularly valuable psychologically, and I think it will help us a great 
deal, and it also will help in Latin American planning. 

Mr. Burteson. Now do we need an International Development 
Loan Association, which Senator Monroney proposes? Do we need 
more loan agencies? 

Mr. Ditton. My feeling is that such an organization—which would 
be an international version of our Development Loan Fund, in effect— 
would be a useful addition to what we have, with one proviso, and that 
proviso is very important. We stated it publicly when we talked 
about this in New Delhi at the World Bank meeting, and it has 
always been basic to our consideration of this, that is that other 
countries, industrial countries who are able to do so, make sub- 
stantial contributions to it. 

If this is a way of getting substantially more funds from other 
countries, particularly the European countries, then I think it is 
helpful. 

[Security deletion.]} 

Mr. Burueson. One other short question. 

Mr. Lippmann paid you a nice compliment in his column this 
morning. t assume you may have seen it. And if his report is 
correct, and from some other things you have said here, your philos- 
ophy seems to be that a nation blessed as we are, should assume a 
responsibility to other nations less fortunate. You say “in our own 
interest”? we should help raise their standard of living. I think Mr. 
Lippmann said that in a speech you made recently that seemingly 
it was your idea that we should not be in the business of trying to 
bribe anybody in the cold war, but rather on the philosophy that it is 
the moral responsibility and duty of the ‘‘have’’ nations to help the 
“‘have-nots.”’ 

Is that correct, Mr. Dillon? 

Mr. Dition. Part of that quite flattering article, which I did see 
this morning, was quotations from what I said. I will be glad to send 
a copy of the speech to the committee. Part of it was Mr. Lippmann’s 
interpretation of it. I think in general his interpretation is right and 
it is an accurate thing to say it represents my belief that if a country 
gets the feeling that we are working with them honestly to help them 
raise their level of living because we think that is a good thing and 
because we want to help them, that in that way we do get and are 
bound to get a return in good feeling from that country. 

That doesn’t mean that we take the responsibility. It is their 
responsibility and they do the main job but that we join them and 
help them. 

If, on the other hand, they think that we are doing it just to get 
them to be an ally because we are in trouble, because we are being 
attacked by another powerful country, which, of course, is true, and 
is one of the reasons we do it, but if they think that is the sole reason, 
they will think, ‘Well, all right, we will go ahead and do that, but we 
may be sort of doing them a favor to line up on their side and help 
them.” 
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Therefore, I think the more we can emphasize the fact that we are 
interested in the people we are helping, and that we are working to 
help them, the more effective I think our assistance will be. 

Mr. Buruzson. It would seem it might be a weakness of propa- 
ganda effort rather than what is actually done. 

Chairman Morgan. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Mr. Dillon, on the point the gentleman from Texas was very 
roperly developing, is it your experience that we accomplish more 
or our own interests if we don’t appear too obviously to be working 

for our own interests? 

Mr. Ditton. That is certainly true. 

Mr. Jupp. Maybe you don’t care to answer this: The papers have 
had a story that you were the man that Mr. Mikoyan dealt with in 
trying to get a loan and that you very firmly made clear that there 
were not going to be any credits or loans for him; and that it was this 
reply by you which led to his more or less intemperate remarks. 
Would you care to comment on that, either on or off the record? 

Mr. Ditton. I commented on it a little earlier, but [ will develop 
it slightly more. 

I don’t think anything I said caused Mr. Mikoyan’s remarks you 
refer to. When he arrived at my office it was clear he had planned 
what he would say when he left because he conducted himself there 
so that there could be no other outcome. 

He was the one taking the offensive and was really attacking; I 
sag stating and defending our position, and pointing out reasons 
or it. 

He did say that we couldn’t have any useful trade without large 
credits and made that really an absolute precondition, and said he 
wasn’t interested in talking about it unless that was possible. 

I pointed out all the reasons why that was not possible, including 
the fact that public opinion had something to do with loans and at a 
time when they were attacking us all over the world the way they were 
and creating trouble all over the world, it was hardly a time we could 
go to our Congress and ask them to repeal provisions which prevented 
our lending money to the Russians. 

I also raised this question of lend-lease which I said they should 
settle and he was very negative on that. 

(Discussion off the record.) 

Mr. Ditton. His attitude throughout was obviously part of their 
propaganda that the United States is at fault; that we are the country 
which wants to promote the cold war. Furthermore, he thought 
he had a way of splitting the business community or general American 
public opinion from the Government on this subject and so he was 

utting the blame on the State Department and saying that all the 
usiness community favored credits and presumably all sorts of things 
to facilitate trade, which, of course, is not entirely true. 

Mr. Jupp. Well, if it is not entirely true, may I inquire whether 
substantial business interests in our country are pressing or have been 
pressing us to enter into more expanded trade relations? 

Mr. Ditton. We had no such pressure from any side as far as the 
granting of credits are concerned. We have had representation from 
a manufacturing chemists’ association, representing all the chemistry 
people, saying they are against the giving of advanced technology to 
the Soviet Union. There is a good reason for that. 
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While the Soviets have been good in paying for materials, things 
that they bought from different countries in the world, they have been 
bad with regard to any dealings on know-how, similar to the patents. 

Our chemical companies, right after the war, had two or three 
different contracts with them—four or five in this field. Not one, so 
far as I know, was fully carried out, or carried out at all. After the 
Soviets got the information they wanted they then made the down- 
payment, whatever they had to, and they immediately then stopped 
and said that the process was no good or they found it didn’t work 
or it wasn’t appropriate, or something, and just refused to pay. 

For that reason the chemical industry, among others, is against 
giving anything to the Soviets. When I talked with Mr. Mikoyan, 
I reminded him in a general way of this situation and his replies showed 
that he was quite familiar with it. He mentioned the longstandin 
claim of one American company and said that the Soviets had decided 
they would make a settlement. 

Mr. Jupp. You will recall Lenin once said that when the time comes 
to hang the capitalists, they will bid against each other for the sale of 
the rope. 

During that week when he was in New York it looked as if the 
bidding had begun. 

There was profound disturbance in the country about it. The rank 
and file saw through Mikoyan and why should smart businessmen— 
and they are smart in the business field—seem to be so shortsighted in 
this overall political situation? 

Mr. Ditton. I think many of them were merely curious; the 
wanted to see this fellow, they had a chance to see him and they said. 
“Why shouldn’t we sit down and talk with him at lunch and we will 
find out how he ticks.”’ 

[Security deletion.| 

Mr. Jupp. It is a very expensive curiosity because it creates, as 
you said, panic in the minds of a lot of people around the world who 
have always been afraid that if the Communists would offer us some- 
thing that looked attractive to us either in the security or the com- 
mercial field, we would grab it and let some allies go down the drain. 

They tell you in these countries that they fear we are asking them to 
be firmer than they are sure we ourselves are going to be. It is dis- 
couraging to find some of our own people thinking that we can get 
peace and security by making deals with the oppressors instead of 
standing firmly with the oppressed. 

I congratulate you if you were the one who gave the coup to him. 

Chairman Morean. Mrs. Kelly. 

Mrs. Ketty. I am just questioning whether he is the one who gave 
the coup to him. 

Mr. Jupp. As long as he got it, that is all I care. 

Mrs. Ketiy. Mr. Secretary, we are particularly interested in the 
mutual security bill and I think most of us will agree that it has been 
successful in helping our allies both militarily and economically. 

However, at this point you did mention the U.S.S.R. trade offensive. 
You do believe in peaceful trade with the U.S.S.R., do you not? 

Mr. Dituon. Yes, we do. 

Mrs. Ketity. You say “we” do. Do you mean the administration? 

Mr. Ditton. I think the administration does, yes. 

Mrs. Keviy. What type of trade? 
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Mr. Ditton. I was going to say we feel it is inevitable as you raise 
the standard of living of the average citizen of the Soviet Union they 
will gradually come to demand more freedom; they will be better 
educated and they will exert a pressure that will work in the direction 
of reducing the aggressive expansionist tendencies of the Soviet leaders. 

Now, this is only, of course, a very long-range problem. It is long 
range, we think, in the sense that as the Soviet people become more 
aware of how we live in this country and use our consumer products— 
that is what we are really talking about—that that will be helpful 
and beneficial, so we are for that kind of trade. 

Mrs. Ke.wty. | agree with you on several of your points. However, 
if the people of the U.S.S.R. are aware that U.S. production is due to a 
free enterprise system and that it is through this system that the 
United States has this abundance of surplus to trade, that is one thing, 
but if they believe that the U.S.S.R. is increasing their consumer 
goods to them as a result of the Communist system, that is another 
question. To continue, | am sure then that if the Russian people 
think the U.S.S.R. is giving them this consumer goods they will believe 
that the Communist system is successful in their economic theory. 
So, | am not entirely agreed on any position to trade with the U.S.S.R., 
because we are relieving the Communists from defending the failure 
of their own economic theory. 

I agree with the Lippmann article that the “have nations help the 
have-nots,”’ but I do not want to help the U.S.S.R. in any respect. 

Under this program of economic aid, is there any nation where you 
are disturbed over a large loss of the aid we are giving to that country 
and is it being diverted to another purpose other than what we hoped 
it would be directed to? 

Mr. Dituon. In the case of economic aid, I am not aware of any 
serious cases of that type. ‘There are certain places where we are not 
making the progress we would like to. In other words, where the 
situation is serious and we can’t see that even though we are making 
substantial contributions in economic aid that the situation is 
improving. 

‘hat is the situation in Bolivia, which is a very difficult situation 
for many reasons. Some of the countries—one of the countries that 
gives us great trouble economically is Pakistan where the standard 
of living probably has not increased at all, despite very large grants 
of aid. 

Now, we are hopeful that the new Government now in control in 
Pakistan, the policy that they have put into effect, which was just 
announced the other day, of redistribution and better use of land in 
West Pakistan, will make a change there because that is the basic 
problem in Pakistan. 

Pakistan, which before the split of British India used to be largely 
instrumental in feeding the people of the area which is now India, 
and which after the split produced more food than its own needs, has 
had a decrease in production and an increase in population resulting 
in a substantial food deficit. The situation has been very bad. 

We hope that the new Government will bring about an improve- 
ment. There are a number of countries where that sort of thing is 
true. 

It was true for a long time in the case of one of our stanchest allies, 
Turkey. As a result of this change in economic approach, through 
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the assistance of the IMF last summer, Turkey is now going along 
the right path economically. 

Mrs. Ketiy. May I pursue this Bolivian question? 

Say there were X projects planned for Bolivia. Did that which we 
earmarked for Bolivia go into projects you planned? 

Mr. Diuuon. Oh, yes. I am not worried about that. It is just that 
it is very difficult to foresee quite what the future of Bolivia is, and 
how Bolivia is going to get to stand on its own feet. 

The Bolivian economy in the past, of course, was based largely on 
metal exports, particularly tin. The world price of tin has gone 
way down. The best ores have been extracted from the mines, 
which now operate at a higher cost. There are many millions of 
people, Indians living up in this area, which is not too productive. 
It is just a very difficult problem. Also, the Communists have been 
very active in Bolivia. 

Mrs. Keu_iy. Could I ask you to give me a rundown on the projects 
in Bolivia and the money that went in there and what you found to 
be earmarked for that country? 

Mr. Diuuon. Yes. 

(The information is as follows: ) 


Since December of 1956, aid which has been earmarked for Bolivia has gone 
into the projects as they have been p!anned. 

Attached are figures showing the projects planned and executed by both 
technical cooperation funds as well as special assistance funds for the years 1956 
through 1959. 

Prior to December 1956, Bolivia’s own production and imports, including 
imports of surplus wheat within the aid program were dissipated beyond her 
borders via contraband trade and smuggling. 

The reason for this was simply that the Bolivian Government insisted upon 
retaining an official rate of exchange of 190 bolivianos to the dollar, whereas the 
black-market rate had soared to 12,000 or more bolivianos to the dollar. 

Goods, therefore, brought into the country at 190 to 1, were so remarkably 
underpriced that they could be sold at extraordinary profit on the black market, 
either in the country or in neighboring countries. 

In the face of this situation the Government of Bolivia finally decided .o 
establish an economic stabilization program. Assistance in accomplishing this 
task was and is being given by the International Monetary Fund, the U.S. 
Treasury, and the International Cooperation Administration. 

The Bolivian Government has accepted and made use of both the assistance 
and the advice furnished. 

Within a month after the announcement of the stabilization plan and related 
decrees on the 16th of December 1956, contraband and the resultant leakage out 
of Bolivia of both her own resources as well as surplus wheat aid, came to a 
complete halt and has not resumed. 

As Mr. Dillon pointed out, progress toward economic self-sufficiency in Bolivia 
has been slow and often disappointing, 

The Government in power depends for its support on an electorate preponder- 
antly composed of the laboring class. 

Legislation exists, brought into effect by the revolution of the laboring class in 
1953, which prohibits the dismissal of labor, even when it is excess, incompetent, 
obstructionary, or nonproductive. 

Advisers to the Bolivian Government have been pressing for several years the 
urgeney of modifying this law as a necessary first step to Bolivia’s development 
of a sound productive economy. 

The Government, while willing, is faced with an almost insurmountable political 
problem, namely, the determined opposition on the part of organized labor to any 
change in this law. 

Notwithstanding, in 1958 the Bolivian Government was able to reduce the 
labor force in the Government Mining Corporation by 8,000 and thereby was able 
to close the Pulacayo Mine, the operation of which cost more than it produced. 
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This particular case is cited to give an idea of the difficulties inherent in the 
Bolivian situation, as well as the fact that progress, while agonizingly slow, has 


been made. 


The following is a listing of all aid to Bolivia from fiscal year 1956 through 


fiscal year 1959 estimates. 























(Thousands of dollars] 
1956 actual | 1957 actual | 1958 actual | 1959 esti- 
mated 
Ena ood = ae ana gE By iN ie Re pe = 2, 499 3, 289 2,750 3, 350 
eee Se a a ee 
Special regional assistance... -...---....------.-- 22-22. 30 5 701 258 
TECHNICAL COOPERATION 
Broken down by categories: 
Agriculture 
Fiscal year 1956_......... $1, 114, 000| Fiscal year 1958__.______- $938, 000 
Fiscal year 1957_......... 1, 057, 000| Fiscal year 1959 (estimated) 964, 000 
Projects: 
Contribution to joint fund. 
Agricultural research. 
Development operations and services. 
Agricultural extension. 
Supervised agricultural services. 
Servicio administration. 
Industry 
Fiscal year 1956.........-.--- $42, 000 | Fiscal year 1958__._......_.. $42, 000 
ae 274, 000 | Fiscal year 1959 (estimated)-. 265, 000 


Projects: 
Mining survey. 
Petroleum code. 
Mining code. 
Increasing and diversifying mining production. 
Supervised mining credit. 
School of equipment operators. 
Industrial productivity and training. 
Supervised industrial credit. 


Transportation 


U.S. expenditures for air and surface transportation activities are as follows: 


Fiscal year 1956__......-.-- $217, 000 | Fiscal year 1958_.......-.-. $472, 000 
eee ee 429, 000 | Fiscal year 1959 (estimated)... 543, 000 
Projects: 


U.S. contribution to joint fund—Roads. 
Demonstration road maintenance and betterment. 
Civil aviation mission. 

Geodetic survey training. 

Electroplating plant for aeronautical institute. 


Health and sanitation 


Fiscal year 1956......-..---- $468, 000 | Fiscal year 1958__.....----- $434, 000 
Fiscal year 1957__......---- 469, 000 | Fiscal year 1959 (estimated)... 448, 000 
Projects: 


U.S. contribution to joint fund—Health. 
Environmental sanitation. 

Occupational health. 

Health education and social welfare. 
Operation of health facilities. 

Control of specific diseases. 
Administrative support. 
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Education 
Fiscal year 1956___..._.___- $622, 000] Fiscal year 1958____________ $311, 000 
Fiscal year 1957__...-.-.--- 460, 000 | Fiscal year 1959 (estimated)__ 413, 000 


Projects: 
Contributions’to joint fund—Education. 
Industrial education. 
Rural education. 
Vocational agriculture—Education. 
Administrative support. 
Labor 


For labor training in Bolivia and abroad the United States contributed the 
following: 


Fiscal year 1956_._.......-.-- $81, 000 | Fiscal year 1958____- seu oer, G00 
cp Se eas 75, 000 | Fiscal year 1959 (e stimated).._ 40, 000 


Public administration 


Fiscal year 1956_______-_- . $78, 000] Fiscal year 1958____- _.. $189, 000 
Fiscal year 1957__.._._._.... 188, 000] Fiscal year 1959 (e stimated)-. 543, 000 
Projects: 


Governmentwide management assistance. 

Financial advisory services. 

University of Tennessee public administration contract. 
Civil police administration. 


Community development and resettlement projects 


Fiscal year 1956__ ---_- Be aienee $63, 000 | Fiscal year 1958______- _.... $16, 000 
Fiscal year 1957..--.------- 6, 000 | Fiscal year 1959 (estimated)__ 19, 000 


General and miscellaneous 


U.S. contributions to centralized audiovisual center project are as follows: 


Fiscal year 1956____-------- None | Fiseal year 1958__.__...-_.. $140, 000 
Fiscal year 1957_........--- $97, 000 | Fiscal year 1959 (estimated). 124, 000 


US. contributions to the technical support project of missionwide activities are 
as, follows: 


Fiscal year 1956_._...---.-- $38, 000 | Fiscal year 1958___._.-.----. $265, 000 
Fiscal year 1957..........-_- 160, 000 | Fiscal year 1959 (estimated). 287, 000 


Special assistance program for fiscal year 1956 


Sec. 402 food and agricultural imports (including bread grains, 


cotton, dairy products, fats and oils)_-.-_--..---------------- $17, 056, 000 
Industrial imports (including machinery and vehicles and petroleum 
pendueteys sid) oi 5 iewesslweu dl essen ld wal Sunwssostees _. 65, 859, 000 


Industrial imports were used in conjunction with the following projects: 
Reimbursable facilities. 
Special agricultural services (land clearing). 
Survey of mining industry. 
Piray River bridge. 
San Pedro Road extension. 
Villamontes irrigation works. 
Fiseal mission, 





BRIEFING ON CURRENT WORLD SITUATION 





Special assistance program of fiscal year 1957 


Sec. 402 food and agricultural imports (including bread grains, fats 


and oils) ; $7, 787, 000 
Stabilization program (including $4,000,000 cash grant and $6,000,000 

normal imports of the Bolivian economy : 10, 000, 000 
Industrial imports (including machinery and vehicles, mining equip- 

ment and petroleum products) . 2,213, 000 


Industrial imports were used in conjunction with the following projects: 
Caranavi Road. 
Muyurina Vocational School. 
Pedro Domingo Industrial School. 
University of San Andres—Public Administration School. 
Agricultural supervised credit. 
Oruro irrigation works. 
Colonization and internal migration. 


Special assistance program for fiscal year 1958 


Sec. 402 food and agricultural imports (including bread grains) __- $2, 000, 000 
Stabilization cash grants 7, 150, 000 
Sugar ; : é 2, 500, 000 
Aviation gas : : 1, 000, 000 
Industrial imports (including fertilizers, spare parts, construction 

materials, mining equipment, road equipment) 592, 000 


Industrial imports were used in conjunction with the following projects: 
Piray River bridge. 
Agricultural supervised credit. 
Industry and mining credit. 
Access roads. 
Contributions to servicio joint funds____.__._____.---- sacccumene S800, OGG 


Special assistance program for fiscal year 1959 (estimated) 


Sec. 402 (wheat and wheat flour) _—__-_—-- ye _. $1, 000, 000 
Sugar -- ; : _ 3, 000, 000 
Aviation gas he a 1, 000, 000 
Machinery and equipment (industry and mining credit program)_-_- 5, 800, 000 
Cash grants in support of stabilization — — —---- ee ...-.. 12, 200, 000 


Other than the industry and mining credit program, no dollar special assistance 
projects are planned for fiscal year 1959. 

Regional assistance: Regional special assistance has been contributed to the 
civil police program since 1956 and to the engineer construction unit program 
since 1958. 

Chairman Moraean. Mr. Fulton. 

Mr. Fuuiron. Mr. Dillon, we are always glad to have you here and 
we think you are doing an excellent job. 

I believe you had not mentioned the International Finance Corpo- 
ration. That was proposed by George Humphrey at the Rio Economic 
Conference in 1954, with $100 million proposed capital and 32 mem- 
ber countries. 

I believe to date there is only $11 million that has been committed 
and lent on a total capitalization paid in of $93 million by the 55 
countries. What is the reason for that operation being so slow? 

Mr. Ditton. Well, I think that the management of the Finance 
Corporation could probably answer that generally better than I can. 

Mr. Futron. Would you please ask them to put this explanation in 
the record, then, rather than going into it. 

Mr. Ditton. One reason may be that, despite the ability to take 
equity investment and things of that nature which give them broad 
flexibility, they have operated on a basis where they don’t make any 
investments except in countries where they think that they can get 
or have a good chance of getting repayments in dollars, which makes 
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it, quite difficult for them to operate to any extent in many of the less- 
developed countries. 

Mr. Futron. Of course, by their charter the IFC is restricted in 
lending only to members of the International Bank for Reconstruction 
and Development. That is the only place the bank can place loans. 

Mr. Ditton. But all the less-developed countries belong to the 
World Bank, and I think you can see that they have operated in only 
a handful of countries. 

Mr. Futron. So the defect is really the lack of dollars and converti- 
ble currencies. 

Mr. Dituon. Yes. 

Mr. Fuurton. I said at the Rio Economic Conference it would take, 
first, a long time to get IFC into being; secondly, it had the defect 
that it would take a number of countries to join and, thirdly, that 
the smallness of the capital on a worldwide basis through the $35 
million contribution of the United States and $65 million in soft 
money would be almost fatal to its ability to operate effectively. 
Because of this comment which I made as an individual congressional 
observer, | was asked by the United States Ambassador to Brazil not 
to come to the Thanksgiving buffet that evening. 

I believe that the United States joined the IFC in December 1955, 
and the IFC came into being in July 1956 when other nations had 
joined. When the IFC came into being it had 21 members and $78 
million capital. That has now moved up to 55 members with $93 mil- 
lion capital as of 1958. Operations have been restricted and have been 
of little help to small investors and businessmen, as we in the United 
States had hoped. Would you agree with that? 

Mr. Diuuon. Yes, so far its operations have been very limited. 

Mr. Futon. | would like to show that to my friend George 
Humphrey, the former Secretary of the Treasury. 

Chairman Moraan. Mr. Selden. 

Mr. Se_pen. Thank you, Mr. Chairman. 

Mr. Secretary, you pointed out that $700 million in loans was 
approximately the amount that could be processed and committed 
during a 1-year period in the Development Loan Fund and that that 
amount would be asked for in the new Mutual Security Act. 

Am I correct in that? 

Mr. Ditton. I said $700 million was what we had done in the past 
year and we would keep at the same level. I don’t think I indicated 
that that was all that could be processed if we had larger funds. In 
fact, it is my own belief that if there was no limitation on the funds 
that we had we could find good projects for a somewhat larger amount. 
Maybe as much as one billion dollars. 

Mr. SELDEN. Assuming that the amount of loan proposals we can 
receive are indefinite, does the administration plan to continue each 
vear to ask for an amount equal to the amount that has been approved 
and committed in prior years? 

Mr. Ditton. There is no such plan. This is strictly a 1-year 
decision, what we are asking for this year. It may well be that we 
will try it again next year to see if there is some way to—a practical 
way to place the development loan fund on a multiyear basis, which 
— a lot of operating advantages if we could get ourselves on that 

asis, 
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Mr. Se_pen. Have you arrived at any limit as to the amount 
needed before this fund can be placed on a revolving basis? 

Mr. Dition. I think we haven’t really given too much study to 
that and I don’t think we have enough data to know. It will con- 
tinue for a considerable time. That is all we can say. I don’t think 
we would ever, at least in the immediate future, be in a position to 
say that if we have so much that would be enough forever. We 
might be able to say if we have so much, that will do for the next 
few years and then we will see how things go. 

Even the Export-Import Bank thought they had enough forever 
and last year they came up and had to have a very substantial increase. 
Something like that might happen. 

Mr. Seven. Eventually this fund is supposed to revolve, isn’t it? 

Mr. Ditton. Yes; but I don’t think we will begin from the loans 
that are being paid out this year. There won’t be too much paid out. 
I think that the first substantial funds actually being paid out will 
begin in the fiscal year 1960 and repayments only can begin after the 
funds have been paid out and the average length of these loans is 15 
years. 
~ Most of them don’t have provisions for repayment in any large 
amount for the first 2 or 3 years until the project gets underway and 
really built, so I don’t think we will have much of anything coming 
back in that could be used for 2 or 3 or 4 years. By that time it will 
begin to come back in in larger amounts and we will be able to use its 
revolving character more than we have. 

On the other hand, to the extent that loans are repayable in local 
currency, the repayments will not be available to cover the foreign 
exchange needs of these developing countries and to that extent the 
Development Loan Fund, if it is to continue effective operations, 
would need supplemental capital. 

Mr. Se._pENn. One question in connection with the proposed Inter- 
American Bank. Should such a bank be set up, would it reduce the 
amount that would then be necessary for the Development Loan 
Fund or for the World Bank? 

Mr. Dition. I don’t think it should have any effect on the World 
Bank. I think the amount that would be available for the soft loans 
which I mentioned they might make should be and would be taken 
into consideration in making our Development Loan Fund loans in 
Latin America. 

I don’t think that as presently contemplated it should have any 
great effect on our current appropriation requests because the amount 
immediately required is not that large. 

I think the proposal we made—which, as I say, is subject to negotia- 
tion—for “soft loans” was that the United ey, i cubje put up $100 
million as against $50 million from the Latin Americans and the $100 
million would be payable over 2 years. So what we are talking about 
is a total of $50 million to be paid immediately by the United States 
and I think that for Latin America probably that much extra help is 
indicated. 

[Security deletion.] 

Mr. Seven. Possibly I misunderstood you. I thought the figure 
was $450 in U.S. funds. 

Mr. Ditton. I was talking about soft loans by the Inter-American 
Bank. I was talking only about the loans that are comparable to 
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those made by the Development Loan Fund that are payable in local 
currencies. When I talked about our total subscription, that was 
$400 million, of which $100 million would be considerable for loans 
repayable in local currencies and $300 million would go to the much 
longer range hard loan, fully revolving type of fund. That latter 
type of fund would supplement and make loans similar to those made 
by the World Bank or the Export-Import Bank except it will have 
broader authority and it will be able to make loans in certain cases 
for public health type of things, where those two institutions have 
not been active but where in some of the South American countries 
such loans seem very important. It could also help perhaps in loans 
for administrative buildings and things of that nature which are some- 
what different though important in the overall development plan, but 
which have not been made by these big institutions. 

Chairman MoreGan. Mrs. Church. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

May we go off the record for a moment? 

(Discussion off the record.) 

Mrs. Cuurcn. In deciding on granting a loan or on the semi- 
soundness or soundness of a loan, does foreign policy determine the 
disposition of the funds and do we put the loan where it may do 
political good for us? 

Mr. Dizon. All the loans are made on the basis of soundness. 
Where the political problem comes in is in determining the relative 
priorities and speed with which we act on applications. We have this 
great mass of applications 

Mrs. Cuurcu. It pays to be a friend, in other words. 

Mr. Dituon. If the country is a friend and we think they need 
particular help, we work hard to provide Joans for sound projects in 
that country, but we don’t make any loans that don’t meet the criteria 
of soundness. 

Mrs. Caurcu. On the other side of the coin, is the refusal to grant 
a loan bringing us ill will, any place? 

Mr. Ditton. We haven't seen that at all. Not in the Development 
Loan Fund. We have had some trouble in one or two places by not 
being able to move fast enough. We have had some trouble in the 
Philippines and we had some trouble in Iran. The trouble in both 
those places was fundamentally that neither of them wanted to 
accept the criteria of the Fund. They wanted us to give them the 
money and Jet them do what they wanted with it. In each case we 
have convinced them that we can’t operate that way. 

Once they learned that, they seemed to be working perfectly all 
right and now we are beginning to function. I don’t think there will 
be any ill will, but there was some delay. 

Mrs. Cuurcu. Is there any way in which the policies and projects 
could be better correlated or is there necessity to correlate? 

For instance, I read this morning of Mr. Hoffman’s proposal under 
the U.N. special fund for a survey of the lower Mekong. Do you 
attempt to correlate policy with all important agencies with power 
and capacity to make loans? 

Mr. Ditton. We make a very strong attempt. I don’t know 
whether it is always entirely successful, but we are in a good position 
to do this through the membership of the Board of the evelopment 
Loan Fund. As you know, we have the representative of the United 
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States on the World Bank as a member of our Board. We have the 
head of the ICA. We have the Chairman of the Export-Import 
Bank, so we get a pretty direct coordination there of all the lending 
activities available. In addition we also try to coordinate with Publie 
Law 480 through the State Department. 

Of course, the administration of the local currencies from Publie 
Law 480 for development purposes is in the ICA and that is coordi- 
nated witb the rest of our activities. 

Mrs. Cuurcu. Do you see any way in which your capital could be 
eventually increased by nondollar contributions? In other words, 
with the building-up of so much in local currencies, in so many places 
where they cannot be easily used, could a specialist like yourself 
develop a plan by which we might tap additional funds from that 
source? 

Mr. Ditton. They are useful as far as they go and we are using 
them where we can and to the extent we can. I think in many places 
India is one—we think they are being used quite well and quite effec- 
tively. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

Chairman Moraan. Mr. Coffin. 

Mr. Corrin. Thank you, Mr. Chairman. 

Mr. Dillon, can you bring us up to date on the economic thinking 
and negotiations with India? 

How much are we considering for their second 5-year plan? What 
aid are they getting from other countries? What is the nature of the 
gap and what do you think about the requirements being met? 

Mr. Ditton. Well, we have been working very closely in that 
connection with the World Bank which has taken on itself the job of 
acting as a catalyst in trying to help obtain necessary funds. That 
is very useful because the World Bank has studied this program 
thoroughly, believes that it is a sound one and are putting themselves 
behind it and making their own loans to the extent they think practical 
and then helping to get other countries in; I think that is very good 
and effective. 

We supported that initiative and have cooperated with it and will 
continue to do so. 

At the moment the Indians are taken care of on the 5-year plan 
through the end of the fiscal year which ends in the spring. They 
would now like to plan ahead. The World Bank is trying to organize 
another meeting sumilar to last August’s to try to determine the need 
for the next year. 

That need will be fairly substantial—certainly as much as the $350 
million they raised before. The difficulty is, we have no money. All 
we can say is, ““You can judge us by what we have done in the past 
and if and when the Congress gives us money we will certainly be 
prepared to act in the same way as we have in the past.”’ 

I think the Indian development program and the pushing of develop- 
ment in India is probably the most important economic project we 
have anywhere in the world. 

India is further advanced on the path. They have individuals able 
to organize, plan, and operate. They need capital and they have a 
tremendous country with 400 million people. As they go, all of Asia 
and Africa will go. 

Mr. Corrin. Would they be apt to share in any money granted 
under the supplemental appropriation? 
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Mr. Ditton. I think they would share proportionately. The 
amount to be made available under the regular $700 million appro- 
priation was based on the amount—not just on the Indian need, but 
based on what we thought they could fairly take out of a fund of that 
size and earmark for India. If we get some more, we would pre- 
sumably do something similar. However, it would be so small that 
it wouldn’t really be of much use to them, even in their planning; but 
it might cover a project or two. 

The major help to India in the coming months will have to come 
out of whatever the Congress provides for the Development Loan 
Fund for the fiscal year 1960. 

Mr. Corrin. There are many other areas, Mr. Chairman, but I 
assume we are going to see Mr. Dillon again. 

Chairman Moraan. I hope quite frequently before the year is out. 

Mr. Curtis. 

Mr. Curtis. Thank you, Mr. Chairman. 

Mr. Under Secretary, this question probably belongs more properly 
with the head of ICA, but I do want to determine your point of view 
on it because that No. 3 chart which you showed us indicated that we 
are giving about three times as much economic and technical aid to 
India as the Soviets give. 

My question is whether the extent of our aid is brought home to the 
masses of the people in these countries. 

We have on the committee now a distinguished former Ambassador 
to India and I am just taking that country as one example. I have 
been concerned for some time by our methods of distribution, par- 
ticularly agricultural commodities. 

As I understand it, we give a great deal of aid in commodities, 
and it is given in such a way that those commodities find their way 
into the ordinary commercial channels of trade in the countries aided 
so that a citizen there might buy food from a local store which was in 
fact given by our country but never know that at all. 

He might get some wheat or some corn that we give out of the 
sweat of our taxpayers and our farmers, and yet never know for a 
moment that he was getting it in that way. 

My question to you is, do you feel it is brought home to the public 
what they are getting from us? Of course, Dr. Judd has just suggested 
that our efforts are more effective if we don’t make them too obviously 
appear as though we were working in our own interests. 

On the other hand, if we are doing really wonderful things and 
bearing great sacrifices for people, isn’t it a good idea that they should 
know something about it. And specifically would you say that'the 
average Indian might think he was getting more from the Soviets 
than he is getting from us, though we are giving him three times as 
much? 

Mr. Ditton. I think in the case of India you have a specific and 
special problem. Take, for example, the Public Law 480 assistance 
which was included in that figure, and which was the largest com- 
ponent of it. 1 think you are aware of our policy of sales of surplus 
agricultural products for local currency and that we use private chan- 
nels for such sales. They are not considered an aid program. After 
the sale has been made, we take the local currencies and sometimes 
use them for our own purposes, and other times and to a large extent 
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say in the case of India—we reloan these currencies for economic de- 
velopment projects. 

I think in India no doubt it has been the case, and maybe it was 
wise, at least for a while, to not try to blow our own trumpet too much 
when this program started. There was considerable suspicion of our 
motives. I think there has been a tremendous change in Indian lead- 
ing circles, governmental circles, regarding that. I think they all 
realize now that our motives are good. I think that it might be 
proper in the future to identify ourselves more directly with certain 
specific projects which will be known as projects the United States 
has financed. I think that will be helpful to us in India. 

I don’t pretend to be a great specialist in Indian affairs. Certainly 
I can’t speak as competently as one of the members of your committee 
who has a knowledge of India, Mr. Bowles. 

I do think it is a fact that in the future if we proceed as we expect 
there will be more projects that will be known as U.S. projects than 
there have been in the past. Certainly the Soviets have operated 
that way and have gained a lot of propaganda advantage from doing it. 

Of course, they have spent a great deal more money in India than 
we have on informational activities. They have done it very well 
and that has a bearing on this too. 

Mr. Curtis. Mr. Under Secretary, has any study been made of a 
really radically different system for our distributing some of this aid? 

Mr. Ditton. For Public Law 480, no. We think this is a good 
system and we think that is the way it should be handled. 

As far as the other aid programs go, the Development Loan Fund 
technique generally lends itself to identifying the United States with 
projects; because of the great need in India of this 5-year plan that 
was already underway, our loans to Indian from the Development Loan 
Fund have not so far identified ourselves as closely with projects as 
they have elsewhere in the world because we have made loans to, 
say, help a railroad project that was already underway, where it 
wasn’t entirely an American project. 

I think in the future, as we are able to try to plan further ahead 
with the Indians our aid will be concentrated more in specific projects. 
I think they realize they would like to see it done this way too. 

I refer to India specifically because you mentioned it. I think it 
is not entirely typical because in other countries where the Develop- 
ment Loan Fund has been active, I think identification of the United 
States with projects is already much clearer. 

Mr. Curtis. Mr. Under Secretary, is it substantially true we have 
been keeping millions of people from. starvation and from hunger 
and that they never know it? 

Mr. Ditton. That is probably substantially true. The Public 
Law 480 program has helped tremendously and it is well known to 
the leaders, the educated people in these various countries, but how 
much it is known to the others I don’t know. 

Where there are cases of starvation and where we operate under 
the grant section of Public Law 480, which is much smaller, in those 
cases provisions are made so that the people who receive the food as 
a gift from the United States do know where it comes from. 

In this Public Law 480 sales program, which was not created 
primarily as an assistance program, but also as a program to dispose 
of agricultural surpluses, that is not the case. 
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Mr. Curtis. But it is still substantially a gift, isn’t it, even when 
the aid is not under the grant section? 

Mr. Jupp. It is a gift to the American farmer. It is not afgift to 
India. They pay for it. 

Mr. Bow.zs. May I comment briefly on Mr. Curtis’ statement? 

The point he raises is a natural one. It is a question everybody 
asks as he looks into this program. But as someone with practical 
experience in the field, I would like to suggest the more vigorously 
you seek gratitude from people, the less likely you are to get it. 

he more you wear ‘‘you owe me something” on your sleeve, the more 
apt you are to be resented. 

To Indians we can say convincingly, ‘‘As deep believers in democ- 
racy, we have a tremendous stake in your success. If you can make 
democracy work in India with all the difficulties you face there, we 
will be eternally grateful to you because you will have proven the 
strength of this great philosophy of freedom.” 

When we talk in those terms we will receive far more credit than we 
are now getting, because we do not blatantly seek gratitude. So it 
develops as a more subtle feeling of partnership, rather than the uneasy 
relationship of subservient poor people receiving a gift from the rich 
and powerful. 

This is an essential point and I think that the speech that Mr. 
Dillon made the other day set the proper tone for this program as I 
would like to see it. 

And Mr. Judd too, on many occasions, has referred to this equal, 
dignified relationship between giver and receiver. 

on Jupp. We get more credit if we aren’t so anxious to get the 
credit. 

Mr. Bow ss. That is right. It really works better that way, Mr. 
Curtis, believe me. 

Chairman MorcGan. Judge Saund. 

Mr. Saunpb. Thank you, Mr. Chairman. 

Yesterday this subject of American businessmen giving a welcome 
to Mikoyan was brought up and some of the members, particularly 
Dr. Judd, seemed very much disturbed about that. 

I was not at all surprised that American big business is interested 
in doing business with Soviet Russia. I have had no dealings with 
big business, but in dealing with small businessmen in my own ex- 
perience. I know there were laws in California that Hindus could 
not lease or farm land. I was farming land with the connivance of 
some very rich, prominent and respected businessmen in the com- 
munity. I happened to observe that during the depression days these 
same men, through the American Legion, were trying to stop and 
succeeded in stopping the poor Oklahomans from entering the State 
of California. I think they were giving me comfort and aid because 
I was paying them bigger rent than an American would pay. 

Now they are looking for business, and I don’t think there is any- 
thing wrong about that. 

I would like to ask this question: Are the businessmen or the busi- 
ness firms in Britain, in France, in Germany, or in any of our other 
allied countries being assisted in the same way that our businessmen 
want to be assisted in order to do business with Russia? Are they 
doing business with Russia? 
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Mr. Ditton. They are doing what business they can with the 
Russians. I think that there was a period, certainly a year or two 
ago, when the European business community, many of them thought 
that they could see very substantial profits out of trade with the 
Soviet Union. I think they have been pretty much disillusioned and 
now realize that the volume of that sort of trade is probably not as 
large as they had hoped and expected. 

As far as I know, none of the European countries are doing business 
with the Soviet Union on a long- or a large-scale credit basis, which 
is what the Russians were particularly talking about—at least Mr. 
Mikoyvan was, with me. 

So there isn’t any of that sort of assistance. 

That is a question that is up for discussion. The Germans have, 
for instance, an export guarantee mechanism whereby an insurance 
company guarantees such exports as the Government says it will 
subunderwrite the insurance guarantee on. 

It apparently has been effective in expanding German exports, but 
that is not available for exports to the Soviet bloc. Nevertheless, 
I am sure there have been cases where Russians have tried to get 
eredit of that type through this export guarantee arrangement and 
German industry has tried to get the guarantees. They have been 
turned down so far. So they haven’t been helped so far. I don’t 
know that this will continue, but I think it will neta 2 the Govern- 
ment shows no inclination to want to promote trade in that way. 

Mr. Saunp. Mr. Secretary, vou mentioned Pakistan and your dis- 
appointment that in spite of the large aid which we have given to 
that country, there has been no sign of a better standard of living in 
that country. 

What portion of the aid which we gave to Pakistan in recent years 
was military assistance and what portion was technical assistance? 

Mr. Dituton. I would have to get you those figures. 

Mr. Saunp. Just a guess. 

Mr. Dituon. Since I have been familiar with the program, the 
sums that have gone for economic aid have been far larger than the 
military assistance program, the military assistance program being 
primarily the delivery of weapons. 

There is one item of the military assistance program that might be 
called economic to some extent and that is that there has been a cer- 
tain amount of construction of barracks and cantonments where the 
army could live permanently. That provides a certain amount of 
work and should help the economy of the country but delivery of the 
weapons, of course, has no economic benefit at all. 

If you deliver a tank, it doesn’t help. The problem I was worried 
about was that economic aid was not being as effective as we like 
because of the absence of an effective domestic economic policy and 
program in Pakistan. 

[Security deletion.] 

Mr. Saunp. That is all, Mr. Chairman. 

Chairman Moraan. Mr. Diggs—— 

Mr. Diees. Mr. Dillon, vou made a reference to the Inter- 
American Development Fund which indicated some change in concept 
in the State Department relative to this, I guess you would call it 
regionalizing this question, and I wondered whether you contemplated 
further regionalizing it as it relates to other development areas. 
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I have specific reference to Africa. Whether or not you would look 
with favor upon an African Development Loan Fund. 

Mr. Ditton. When we made this decision about the Inter-American 
Bank, it occurred simultaneously with our decision which was an- 
nounced by the President at the General Assembly of the United 
Nations of our willingness to support an Arab development institution 
in the Middle East, under certain conditions. 

Now, those conditions apply everywhere, universally, and we would 
support regional institutions which met them anywhere. The 
conditions are: That such an institution be desired by the countries 
of the area; that is, that they want it. Second, that they agree to 
contribute from their own resources to it so it isn’t entirely an Ameri- 
can institution. And, thirdly, that we are sure there is a sensible 
contribution that such a regional agency could make. : 

Our contributions to these regional banks would be in the form of 
assistance to them, loans of money, maybe, from the Development 
Loan Fund and from other funds made available by the Congress. 

We do not intend to join and take part in any of these other regional 
institutions except for the Inter-American Bank. 

The Inter-American Bank has this difference, that it is an organ 
created by the Organization of the American States, it is part of the 
inter-American system that we belong to, a part of Pan Americanism, 
and we feel as one of the American States, that is something we belong 
in and should be in, and it is quite different from a regional organiza- 
tion that might be set up anywhere else. 

We do not contemplate joining the other regional institution—the 
Arab Development Bank—even if we should be asked. 

Now, the Arab bank is not yet in operation but is about to be 
legally created. As far as we know, though, the members are not 
anxious for any financial help from us or from anyone outside of the 
Arab countries. 

They may try to get some help from the oil companies in one way 
or another, but it will be obtained directly from oil rather than from 
other governments. So far, they have shown no indication of want- 
ing any help from us. 

Mr. Diaes. Of course as it relates to the Arab situation it is under- 
standable why they perhaps would not want our participation. 

Mr. Dition. Or anybody else’s. 

Mr. Diaes. Did I understand you to say, ‘‘or anybody else’s’’? 

Mr. Dition. That is right. 

Mr. Diaas. | think that completes the answer to my question. 
Thank you. 

Chairman Morean. Mr. Beckworth 

Mr. Beckworru. Mr. Secretary, of the total aid you know about 
and that you are familiar with, what percentage would you put in the 
category of waste, if any? 

Mr. Ditton. | couldn’t put a percentage figure on it but since I 
have had something to do with the program, whatever that percentage 
is which is presumably inevitable in as big and widespread an opera- 
tion as this, I think it has been greatly reduced and is really not very 
consequential in the economic part of the program. 

[Security deletion.] 

Mr. Beckworrn. Certain areas of the country have people in them 
who take issue with the policy of products being brought into this 
country that compete with products that are produced here. 
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As you undertake to help areas in other sections of the world, or 
countries, do you give any consideration to what the net result will be 
so far as creating or expanding industries that will compete with our 
own industries which are vital to employment in this country? 

Mr. Ditton. This committee was concerned with that last year, 
and wrote into the criteria for operation of the Development Loan 
Fund a provision that we must consider that question in connection 
with all loans. 

The administration fully accepted that thought and that is now 
art of the law. Every loan that comes before us in the Development 
oan Fund for consideration contains an explanation of what effect, if 

any, it would have on the United States. We avoid and do not make 
any loans, that I know of, that would specifically have that effect that 
you were talking about. 

The answer is very simple: We do take this into account. 

Mr. Beckwortu. Has that provision so far proved to be embarrass- 
ing to our country? 

Mr. Dituon. It hasn’t so far, because the greatest portion of our 
loans in the Development Loan Fund are for basic development, such 
as transportation, harbors, power facilities, fertilizer plants, so they 
can grow enough food to eat; cement, so they can build the things 
they have to build. 

We haven’t been asked to put up funds for the type of things which 
would to any great extent be shipped back into this country. 

Chairman Morcan. Mr. McDowell—— 

Mr. McDowe nu. Thank you, Mr. Chairman. 

Mr. Secretary, I believe you stated earlier that the total amount of 
foreign economic aid in 1958 was $1,002,900,000. How much repre- 
sented direct grants, and how much loans? 

Mr. Ditxo0n. I will have to get you those figures. 

Mr. McDowe tt. I think that was on your chart. 

Mr. Ditton. That was Soviet aid. 

Mr. McDowe tt. I understood it to be rt of our aid. You 
showed it by blocks there. I might be wrong, but if I am, the question 
would be the same. 

The point I am trying to get at is how much are we, either percent- 
agewise or by figures, oa in direct grants, and how much through 
the loan programs. 

Mr. Ditton. We can take the funds of last year and special assist- 
ance and the contingency fund. They are 95 percent, at least, grant 
funds. Those all added together came to a total of $1,150 million—- 
about $1,100 million that were appropriated last year. I would say 
something over $1 billion of that will be used in the course of this 
year for grant programs. 

Our Development Loan Funds are entirely loans and the Export- 
Import amounts are entirely loans, and added together they probably 
about equal the amount that is used for grants. 

The bigger part of these grants go to these few countries under the 
defense support program, where we have felt that large military estab- 
lishments are necessary in our interests and we have contributed to 
the economy of the country for their support. These countries in- 
clude Korea, Vietnam, China, Turkey, Pakistan, and Spain. 

The grants that go to those countries are about 80 percent of the 
defense support fund of $750 or $800 million. 
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The other countries which get grant funds are countries such as 
Morocco, where we have important bases, or Jordan in the Middle 
East where it is important to preserve the independence of that 
country. 

Mr. McDowe tu. Then the funds are about equally divided be- 
tween the two programs, overall? 

Mr. Ditton. Overall. 

Mr. McDowe.u. How does that compare with the division of the 
Russian funds? 

Mr. Ditton. That is a very interesting point. The Soviets them- 
selves have pretty well limited their aid rograms to loans. They 
make these loans on a lower interest basis than we are able to do, and 
they are quite flexible in how they might be repaid. 

On the surface of it, it looks as if this might be considered just a 
good business transaction, but we have to remember that the basic 
reason for Soviet aid is that it is just another tool in their political 
campaign to try to take these countries over. 

And one of the things they have used in that campaign in other 
countries has been the forgiveness of debts at appropriate times when 
they thought it would help them. 

hey have done that to a very large scale in the case of some of 
their own satellite countries. They have done it with Austria. 
They have done it with Finland at appropriate times, and I think 
it is not at all unlikely that you will see a repetition of that at some 
point in the future, with some of this aid program of the Soviets, so 
that they will be getting a double benefit, not only from having 
granted it in the first place, but when the burden of repayment 
becomes too heavy, as it may, in countries such as Afghanistan—it is 
very difficult to see how they can repay the big amount that has been 
iven to them, and when those payments become too heavy, I wouldn’t 

e at all surprised to see the Russians make a gracious gesture and 
say, “Well, we will forgive you.” 

Chairman Morean. Mr. Meyer—— 

Mr. Meyer. Thank you, Mr. Chairman. 

Mr. Secretary, I have noted quite a bit in the territory where I 
come from, that the people seem to think pretty well of giving tech- 
nical assistance to foreign countries, particularly countries that are 
either friendly or noncommitted and need help, and that the people 
in general feel that they are in favor of technical assistance to help 
the people help themselves, and things of that type. 

And then, of course, I hear more or less conflicting ideas. On one 
side they think that we are granting too much money and too much 
help of any kind. Then another viewpoint is that we are granting too 
high a proportion of military aid. Then some also say that in granting 
economic aid, what happens is that it isn’t truly economic aid because 
it merely releases the funds of the countries concerned to develop 
their military program. Therefore it isn’t true economic aid, if you 
follow me. 

I was just wondering if in any way you could evaluate this. Are 
we really helping the economies of the countries? Just what is your 
reaction to this general situation? 

Mr. D1tton. You have certainly mentioned some of the very 
complex problems that are involved. We are concerned and have been 
concerned, growingly so over the pest year, about the military assist- 
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ance program, particularly in the less-developed areas, and that was 
the reason that the President, in accord with our recommendation, 
appointed this very top level, highly competent committee, the Draper 
committee, to study this whole problem of military assistance. 

I think the place where the problem is particularly difficult to decide 
is in the case of the less-developed countries. When that report is in, 
I think it will help us. 

I would just like to comment briefly on one thing, and that is that 
it is not as easy, maybe, and our ability to rapidly cut down some of 
these contributions we make is not as free as we may think. 

(Discussion off the record.) 

Mr. Ditton. On the other hand, the case of India is used as the 
classic example of a country where we give economic aid and then 
they go and buy military equipment from the British. I think that 
the Indian Government sincerely feels that they have to have a mili- 
tary establishment of a certain size, and this 1s a large country and 
they cannot manufacture all these weapons themselves, so they have 
to get them outside. And I think at the moment they would forsake 
economic development, rather than cut back this military program 
below the point they believe essential. 

We certainly hope that they will keep it modest and devote an even 
greater share to economic problems, but we can’t forget that India 
has, right across her northern border in the case of China, a heavily 
armed nation which has shown a willingness to use its arms in expan- 
sionist techniques, and I think that must influence Indian statesmen— 
it would certainly influence me if I were an Indian statesman—to want 
to have at least a moderate army of their own. 

Chairman Morcean. Mr. Gallagher—— 

Mr. Gauuacuer, Mr. Dillon, we seem to be having a deterioration 
in our relationships with the Philippines. Some people have pointed 
out there is a feeling prevalent there that economically speaking we 
have sort of let them down. Is that justified in any way, in your 
opinion? 

Mr. Dituon. If I may I would like to answer your question off the 
record. 

Chairman Morcan, Off the record. 

(Discussion off the record.) 

Chairman Morcan. Mr. Bowles 

Mr. Bow.es. Mr. Chairman, I would like to make a comment off 
the record, if 1 might. 

Chairman Morgan. Off the record. 

(Discussion off the record.) 

Mr. Bowues. On the record, I want to say this: Any business 
would have great difficulty in planning its future efficiently if it re- 
ceived its budget each year on such an uncertain basis as you do, 
Management would constantly be driven into doing things it wasn’t 
really ready to do in order to get its funds before the door slammed 
shut. 

It seems to me essential that we find ways to work our way out of 
this budgetary predicament. I know the problems you have in getting 
the money. But I would have liked to see the administration come 
over this year with a 5-year program for the Development Loan 
Agency so that we could at least take the Development Loan Fund 
out of this annual uncertainty, and enable plans to be made on an 














BRIEFING ON CURRENT WORLD SITUATION 67 


efficient, businesslike, long range basis. This would enable everyone 
to do a better job. 

I do not ask you to comment, Mr. Dillon. You are coming over 
here with your already established administration budget and | don’t 
want to embarrass you. 

(Discussion off the record.) 

Chairman Morean. Any further questions, Mr. Bowles? 

Mr. Bow uss. I have none. 

Chairman Morcan. We stand adjourned until 2:30. 

(Whereupon, at 1:15 p.m., the committee was adjourned, to recon- 
vene at 2:30 p.m., the same day.) 
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